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THE TREASURY SITUATION. 


The excess of revenue over expenditure, exclusive of the sinking 
fund payment, during the fiscal year ending June 30, 1885, was 
$63,563,761. During the fiscal year ending June 30, 1886, it was 
$92,763,337, Of which only about one-half was needed for the re- 
quirements of the sinking fund. Bond calls for $50,000,000 were 
issued and matured during the year, which was rather more than 
the sinking fund absolutely required, but of course some of the 
bonds called were not actually presented for payment before the 
year expired. It must always be remembered that while the sink- 
ing fund laws prescribe a minimum below which payments must not 
fall, they prescribe no maximum beyond which they may not go. If 
there is more surplus than the sinking fund requires, the laws au- 
thorize, and have always authorized the Treasury to apply the ex- 
cess to the public debt. 

Comparing the revenues and expenditures of the fiscal year just 
closed with those of the preceding year, there was a decrease of 
expenditure of $16,745,992, notwithstanding an increase of $8,600,186 
in the pension payments. The customs revenue increased $11,275,882, 
and the internal revenue $4,535,798, while there was a falling off in 
the miscellaneous receipts of $3,358,096, so that on the whole rev- 
enues increased $12,453,584. 

The increase in the customs revenue was an abnormal circum- 
stance, and will be short lived. The decrease in our exports, which 
was great, and gives every indication of being permanent, would 
have caused a corresponding decrease in our imports, if an enormous 
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amount of goods had not been sent here to be sold without regard 
to prices received or sacrifices made. But the very fact that foreign 
goods have been forced upon us in that way, has so gorged our 
markets as to block and check imports in the future. All sound 
theory and all experience will be at fault, if our customs revenue 
does not shrink from the depression of the times. The shrinkage 
has not come as soon as was expected, but it is not the less certain 
that it will come, and the longer it is delayed the sharper and more 
decisive it will be. 

For the present fiscal year, it is the most commonly expressed an- 
ticipation at Washington that the surplus revenue will not in any 
event exceed the surplus fund requirement, but will more probably 
fall below it. This anticipation is based partly upon the idea that 
the customs revenue cannot remain as large as it is, and partly upon 
the belief that the pensions payments will certainly be larger than 
they were last year, and may be enormously larger. There is no in- 
dication of diminished expenditure in anything, except a slight fall- 
ing off in interest payments. Next to pensions and the interest ac- 
count, the army and navy are the great absorbents of the public 
money, and those establishments are more likely to be increased than 
to be diminished. 

When Congress adjourns, which may be expected about the time 
we go to press, the exact condition of the appropriations will be 
known. At this present writing, it seems probable that the Mexican 
War Pension bill will become a law in substantially the form given 
to it by the Senate amendments, in which case, the annual addition 
to the present pension payments is commonly estimated at $12,000,000, 
The law passed some months ago, increasing the pensions of widows 
and dependent children, will make an annual addition of $6,000,000, 
as is now computed at the Pensions Bureau. It is not regarded as 
possible, that either the bill repealing the limitation of the Arrears’ 
Act, or Senator Blair’s Education bill, can become a law during 
this session. Increases of the Army have been negatived in the 
Senate, and they never had any prospect of success in the House. 
Some increase of appropriations for constructing war ships may yet 
be made. The wild movements to repeal the tobacco and whiskey 
taxes seem to be pretty effectually squelched, as they deserve to be. 




















FALL IN INTEREST RATES. 


FALL IN INTEREST RATES. 


Of the railroad bonds dealt in on the New York Stock Exchange 
in May, 1870, a city contemporary gives a list of thirty which 
are still dealt in. Seven per cent. is the rate of interest promised 
in nearly all these bonds, and, taking them all together, 7 per cent. 
is the average rate. They are, as a whole, first-class bonds, and 
their average market price in May, 1886, was 119.82, and there 
were then only two below par, one of these two selling at 99% 
and the other at 91%. They have now an average of about eleven 
years to run. 

In May, 1870, with an average of about 28 years to run, their 
average market price was 91.37. An investor buying at that time 
equal quantities of the thirty different kinds of bonds, and holding 
them to maturity, would realize 7.31 per cent. per annum on his 
investment, whereas an investor making the same purchases in May, 
1886, would realize only 5.15 per cent. The decline in fifteen 
years in the rate of income on the market price of these bonds 
is therefore just about 30 per cent. 

At the market prices of a few weeks back, a buyer of bonds to 
be held until maturity would realize only 4% per cent. per annum 
on purchases of Baltimore and Ohio 5’s due in 1925; of Canada 
Southern first mortgage 5's, guaranteed by the N.Y. Central, and 
payable in 1908; of Rock Island Extension 5’s, payable in 1934; 
of Milwaukee and St. Paul consolidated 7’s, payable in 1005; of 
Chicago and Northwestern consolidated 7’s, payable in 1915; of 
Morris and Essex first mortgage 7’s of 1914; of Long Island first 
mortgage 5's of 1931: and of Michigan Central first mortgage 5's 
payable in 1902. 

Only 4 per cent. per annum can now be realized on purchases of 
Rock Island 6’s, payable in 1917; of Burlington and Quincy consoli- 
dated 7’s, payable in 1903; of Milwaukee and St. Paul gold 7’s, pay- 
able in 1902; and of Lake Shore first mortgage 7’s, payable in Igoo. 
A purchaser of Michigan Central first mortgage 5’s, payable in 1902, 
and of Union Pacific first mortgage 6’s, payable from 1896 to 1899, 
realizes 4% per cent. per annum. A purchaser of New York Central 
first mortgage 7’s, payable in 1903, realizes only 3% per cent. per 
annum, and a purchaser of Chicago and Northwestern gold 7’s, pay- 
able in 1902, realizes only 33 per cent. per annum. 

The general cause of the fall in the rate of interest which has 
occurred in this country has been the much more rapid increase of 
its capital of all kinds, including loanable capital, than of its popula- 
tion, and this cause will be a continuing one. The economic 
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conditions are very different in different parts of the United 
States. Considerable portions of it are even now in the new and 
primitive stage; but there are other portions of it which are as com- 
pletely developed and possess at least as much wealth as Western 
Europe. The accepted opinion is, and it is undoubtedly the correct 
view, that the normal course of the rate of interest, aside from ex- 
ceptional circumstances, such as some great war involving extra- 
ordinary expenditures, will be still downward. 

The payments made on the interest-bearing National indebtedness 
have had some effect in the way of lowering the rate of interest in 
this country, and would have had more if the holders of this indebt- 
edness had been all of them our own citizens. The reduction in our 
interest-bearing debt has been so far, in round numbers, eleven hun- 
dred million dollars, of which probably half has been paid to 
foreigners. It is only the other half which has been paid to our 
own people, and has thus become an addition to the loanable funds 
of home capitalists. Some persons will even deny that any addition 
has thereby been made to our loanable capital, on the view that the 
means of payment have been derived from the forced contributions 
of our taxpayers, and that nothing has happened except the transfer 
of capital from one class to another. Indeed, according to the 
general opinions of such persons, the operation of paying off our 
National debt has diminished our loanable capital, the whole contri- 
butions to that end having been made by our own people, while 
about half of the contributed sums has been paid over to European 
holders of our bonds. But in respect to our tariff revenue, it is 
paid largely by foreigners, and to that extent is not a tax at all; and 
in respect to our internal revenue, it is in the main taken out 
of what would otherwise have formed a part of the current. ex- 
penditures of those from whom it is collected. Nothing is more 
certain as a matter of experience and observation, than that the 
paying off of public debts to home creditors increases the amount 
of home loanable capital. 

As the amount of the bonds of the United States now held 
abroad is very small, nearly the whole of the payments on those 
bonds hereafter will be an addition to our home capital. 

It is often said that, independently of the effect upon the 
current rate of interest of the payment of a part of those bonds, 
the rate of interest has also been reduced by the fact that the 
Government has, by conversions and refundings, lowered the dividends 
upon thej bonds which have not been paid. Or, to express the 
same idea in other words, it is often said that as the Govern- 
ment has been able to sell bonds at par, with the rate lowered 
first to 5 per cent., then to 4%, then to 4, then to 3%, and 
finally to 3, the standard of income upon the best security was 
thereby successively lowered, and that the proportional income 
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upon other securities has been, as a consequence, correspondingly 
lowered. But if the matter is closely considered, it will be seen 
that statements of this kind involve the fallacy of supposing that 
Government has, by refunding at lower rates, reduced the current 
rate of interest, whereas precisely the reverse is true, that such 
refundings have only been made possible by the prior fall in the 
rate of interest. The governing factor in the case is always the 
actual market rate of interest, and all original borrowings and 
subsequent refundings, by either Governments or individuals, must 
follow the course of that rate. : 

If all the bonds of the Government had been forever irredeemable, 
or if the period of their redeemability was still in the future, there 
could have been down to this time no conversions into lower rate 
bonds, but the fall in the income obtainable from the holding of 
those bonds would have been marked by the rise in their market 
prices. Such a rise, if there had been no conversions or refundings 
at all, would have indicated with equal distinctness the fall in the 
current rate of interest. We have exactly that case now in the 4 
per cent. bonds, which are not redeemable, and therefore not refund- 
able for twenty-one years from this date. Nevertheless, their present 
market price of about 125, yielding to a purchaser an annual income 
of about 2% per cent. upon his investment, as completely signalizes 
‘the state of the loan market as if the bonds were now refundable 
and were actually refunded into 2% per cent. bonds. But neither 
refundings nor the arising of premiums upon bonds not refundable 
are anything more than indications of the state of the loan market. 
Neither of them in any sense, or in any degree, controls that market, 
but on.the other hand, it is by the market that they are both 
controlled. Governments do not, by borrowing cheaply, reduce the 
rate of interest, but they are able to borrow more cheaply as interest 
falls. It is only by paying off their debts, and by thus increasing 
the amount of loanable funds, that they can reduce the current rate 
of interest. To the Englishmen who insisted eighty years ago that 
there was not money enough to continue payments on the British 
National debt, Ricardo replied that the more they paid on that debt 
the plentier money would become. 

The effects upon this country of the fall in the rate of interest 
which has already occurred and is still in progress, will be many and 
‘important. Some of these effects we shall discuss hereafter. 
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THE GERMAN CURRENCY, 


Soetbeer has recently published the following estimate of the quan- 
tity of money in circulation in Germany at the beginning of 1886: 


German gold coin (exclusive of $30,000,000 in the war chest) $387, 500,000 





Gold foreign coin and bars in Imperial Bank eeu bedwbs 6s O 6 500,000 
ee I EE SD se nc kcevecceksbevsctedececeds ses 112,500,000 
i ina néhh debhendendnhiedeevecessedoeoenses I 10, 500,000 
eR Ma 55s wiv comes ees eeccvodnce seseus 15,000,000 
Government circulating motes........cccccccccsccccscsceces 34,500,000 
Bank notes not covered by gold............00.. cece coeeees 90, 250,000 

$798, 750,000 


Calling the German population 46,000,000, the fer capita of money 
is about $17.35. 

In 1871, according to Soetbeer, the gold in Germany was $22,- 
500,000, and the full-tender silver was $375,000,000, making an aggre- 
gate of $397,500,000 of gold and silver full-tender money, as com- 
pared with an aggregate of $548,500,000 at the present time. In 
1871 the notes of the several German States (since consolidated into 
an imperial issue) amounted to $48,500,000, and the bank notes not 
covered by coin to $89,750,000, so that the addition to the currency 
from both descriptions of paper is less now than it was then by the 
sum of $13,500,000. The total of paper and of full-tender metallic 
money is greater now than it was then by the sum of $137,500,000, 
making an increase of 26 per cent., while the increase of population 
during the two periods was about 15 per cent. Of the subsidiary 
silver coins and minor coins which had been issued before 1871 by 
the mints of the various German States, Soetbeer makes no esti- 
mate. It may be assumed that between 1871 and 1886 there was no 
important change in the fer capita amount of those classes of coins. 
The increase in the fer capita amount of paper and full-tender me- 
tallic money was about $1.40, which seems to be much less than 
was called for by the changed conditions of Germany from the open- 
ing of its secluded portions to trade by the building of railroads, 
and from the greater development of its commerce and manufac- 
tures as compared with its agriculture. At any rate, the increase in 
the fer capita amount of its money has not been sufficient to sus- 
tain the prices of 1871. 

Under existing German laws the Government notes are soon to be 
reduced to $30,000,000, being the amount of gold in the war chest, 
which they are intended exactly to represent in the monetary circu- 
lation. The addition of paper to the volume of German currency 
will then be the $90,250,000 of bank notes not representing gold, 
dollar for dollar, the new German Empire having adopted the “fixed 
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issue” principle of Sir Robert Peel’s Currency Act of 1844, but 
having narrowed the amount of the “fixed issue” a good deal below 
the limit of the British law, which was itself an exceedingly narrow 
one. 

European critics of Soetbeer’s figures of the German gold coins 
now remaining in Germany believe them to be a good deal exag- 
gerated. 

If the Jer capita amount of money of all kinds in Germany is 
only $17.35—and it is probably less, rather than more—it is utterly 
incredible that it is three times greater in France, an adjoining 
country, and with no such differences between the two countries in 
density of population, development of commerce and manufactures 
relatively to agriculture, habits of using money, or any other visible 
circumstance, as can explain such an amazing disparity in their re- 
spective volumes of money. A correspondent, in the last number of 
the Magazine, pointed out some of the obvious errors in the state- 
ments which make the fer capita amount of money in France rather 
more than $52, the most important of which is that of adding the total 
note circulation of the Bank of France to its total metallic reserve, 
whereas the note circulation is to a great extent merely the repre- 
sentation of that reserve. This is like some of the estimates of the 
volume of money in this country, which include with the gold and 
silver certificates the metal held against them in the Treasury vaults, 
and which state the full amount of the greenbacks and outstanding 
National bank notes, without deducting the funds for their redemp- 
tion locked up in the same vaults. 

If Soetbeer’s figures are correct, the strain which Germany has 
put upon the volume of currency in that part of the world, the 
money of which is on the gold standard, so far as it has as yet car- 
ried into effect the policy of discarding silver, which it determined 
upon in 1871, is measured by the increase of its gold from $22,- 
500,000 to $466,000,000, including the amount of that metal held in 
the war chest. As a part of the same operation it has diminished 
its full-tender silver money by the sum of $264,500,000, the greater 
part of which has been an addition to the money of Asia, where, if 
it has not raised prices, it has at any rate assisted in sustaining 
them. Scarcely any of it has been converted into full-tender money 
in any other country in Europe, as the mints of the Latin Union 
were closed against silver very soon after Germany began to sell it. 
None of it came to this country, as the demands of our mints for 
silver have been over-supplied from our own mines, so that we 
steadily export more of that metal than we import. ~° 

Germany has in no degree mitigated by paper issues the strain it 
has thus put upon the money of the Western World, and not even 
to the extent of increasing its paper issues far? passu with the 
growth of population. In fact, as we have seen, its paper issues are 
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now less by $13,500,000 than they were in 1871, and are soon to be 
further reduced by the sum of $4,500,000. It is, however, precisely 
because Germany has thus far resorted so little to paper issues, that 
its power of resorting to them hereafter is very great. The same ob- 
servation may be made in respect to Great Britain, the paper issues 
of which are rather less than they were in 1844. With less than 
one-third of the paper money of the United States, Great Britain 
can move a long way in the direction of enlarging them with per- 
fect safety, but it is for that country to decide whether such an en- 
largement will promote its interests. There are some symptoms that 
the British mind is now tending towards that method of relieving 
the constriction of money. Among such symptoms is a recent ad- 
dress of Charles Gairdner before the London Institute of Bankers, 
the republication of which was concluded in the last number of this 
Magazine. The reader will find in it a very clear statement of the 
grounds upon which an increase of the paper money of Great 
Britain is urged upon the banking classes of that country. 





FINANCIAL FACTS AND OPINIONS. 


The people of this country are naturally sensitive in respect to 
supposed attempts of European powers to acquire, either directly or 
under the cover of commercial companies, a foothold in our vicinity. 
It has been, therefore, a familiar trick with small politicians, and so 
old a trick as to become decidedly stale, to sound the alarm that 
such attempts are imminent, in order to hurry up this country to 
acquire the threatened spots before anybody else can seize them. 
In former days, when the Southern States had good reasons of 
their own for desiring the acquisition of Cuba, we were treated at 
short intervals to circumstantial stories that either France or Eng- 
land was on the point of taking that island unless we anticipated 
them. Later on, when the entourage of Gen. Grant conceived that 
the acquisition of San Domingo, with its two or three hundred 
thousand breechless inhabitants would add incalculably to our wealth 
and power, besides being of some personal advantage to themselves, 
they assured us that if we did not move in the matter with the 
hottest haste, European purchasers would -be ahead of us. And 
within even two or three years we have been treated to narratives, 
said to be perfectly well authenticated, of the design of Bismarck 
to convert Cuba into a German colonizing ground, and that the 
only way to prevent it was our purchase of the island for one or 
two hundred millions of dollars, or such larger sum as the impecu- 
niosity of the Spaniards might induce them to ask for it. 

At the present time it is an object with certain well-known in- 
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terests to secure an extension of the Hawaiian Treaty, and in order 
to reconcile us to the loss of revenue which we suffer from it, we 
are told, first, that Hawaii will cede us a chance to dredge out a 
port and establish a naval coaling station if we will consent to ex- 
tend the treaty; and next, that unless we get a foothold there in 
that way, a company has been formed in Europe to entangle the 
Hawaiian rulers in the meshes of a loan and mortgage, whereby 
American influence in that group of islands will be rooted out for 
ever. 

If this precious tale needed any exposure it has been effectually 
made by a correspondent of a city contemporary (the Evening Post), 
who has reproduced a declaration of our Government made on the 
21st of December, 1842, by Daniel Webster, then Secretary of State, 
and communicated to the several European Powers, and the re- 
éponse made to it the next year by France and England. In the 
paper drawn by Mr. Webster, it is declared that the United States 
desire “no peculiar advantages in Hawaii,” and are “content with its 
independent existence,” but that having more commercial inter- 
tercourse with these islands than any other nation, the United 
States would view with “dissatisfaction,” and interpose “a decided 
remonstrance” against, the attempt of “any other power” either to 
“take possession” of them or to “colonize” them. 

France and England, the only powers then engaged in territorial 
acquisitions in the Pacific Ocean, acquiesced in the American “Hands 
off” manifesto of 1842, and on the 28th of November, 1843, they 
joined in a written paper, in which they declare that they have— 

Thought it right to engage reciprocally to consider the Sandwich 
Islands as an independent State, and never to take possession, either 
directly or under title of protectorate, or under any other form, of 
any part of the territory of which they are composed. : 

During the forty-three years which have since elapsed, the United 
States has increased immeasurably in both absolute and relative 
power. If there is anything certain, it may be relied upon that no 
European power will attempt to get any new possession so near to 
this country as to excite any reasonable apprehensions on our part. 
It is the sorriest and weakest sort of political trick, for anybody to 
pretend that we must pay such a price as that of extending a rec- 
iprocity treaty which costs us millions annually, in order to get a 
coaling station in Hawaii for any such purpose as that of preventing 
the colonizing attempts of European powers in that quarter. 





In the trade reports from Europe, in respect to textiles, we do 
not as yet see any indications of a revival of prices. From British 
markets, the Nottingham report as to hosiery, laces, &c., says that 
prices are “unsatisfactory” and “unremunerative.” At Leeds, the 
prices of woolens are said to be “low and unsatisfactory.” In re- 
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Spect to linens in Belfast and vicinity, it is stated that “at many of 
the factories a considerable number of looms are entirely stopped, 
while others are only kept at work in a hand-to-mouth style”; and 
it is added that the situation is seen to be so bad, that where “re- 
ductions in wages have taken place no resistance has been met with 
from the operatives.” Similar reports as to the linen trade come from 
Dundee. In this country the non-revival of trade is by many persons 
attributed to labor troubles and strikes, but it cannot fail to be noted 
that the same persons are of the opinion that the original cause of the 
depression is over-production. It is nevertheless plain that strikes tend 
to prevent over-production, and that production will increase again 
when everybody gets to work. Whatever may have caused the ex- 
isting depression in Great Britain, it is certainly not labor troubles 
or strikes. 

The Chicago /nter-Ocean of June 16 observed in respect to mer- 
chandise, that there was now “almost a positive guaranty against 
loss” from a further “shrinkage of prices,” in the fact that they are 
already down to “the minimum cost of production.” But we fail 
to comprehend how anybody can determine what this “minimum 
cost” may be in the future. That depends upon what materials and 
labor may cost hereafter, which nobody can foresee. 





In the Spanish Chambers, on the 21st of June, in reply to com- 
plaints of delegates from Cuba, that sufficient efforts had not been 
made to secure reciprocity arrangements between that island and 
this country, the Ministry affirmed that they had done all that was 
possible to be done in that direction, and that they had even been 
ready to sacrifice some important Spanish home interests in order to 
gratify the desires of the Cubans. It is certain that the present 
Administration has been as zealous in its efforts as President Arthur's 
was, to bring about reciprocity arrangements between the United 
States and Cuba. To effect that object, the Cleveland Cabinet kept 
in office for about a year, the American minister to Spain, Mr. Fos- 
ter, who was a legacy of the the preceding Republican administra- 
tion. He was retained avowedly on the ground that his previous ex- 
perience in the negotiations gave him special advantages in bringing 
them to a friendly successful conclusion, which was undoubtedly true. 
But notwithstanding the common desire of the Cabinets of Madrid 
and Washington to make a Treaty, there was and is an impractic- 
able difficulty in the way, and that is the United States House of 
Representatives, which grows every year more and more disinclined 
to permit its constitutional control over tariffs and revenue systems 
to be taken away by treaties, which are oftentimes negotiated 
through obscure and irresponsible agencies, and have always, down 
to the present time been discussed and voted upon by the Senate 
with closed doors. Only one solitary member of the Committee of 
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Ways and Means was recently found ready to advise the House to 
give vitality to the Mexican Reciprocity Treaty which the Senate 
ratified more than three years ago, and nobody supposes that this 
House, or any succeeding House, can be persuaded to sanction it. 
The day of reciprocity treaties has gone by. The existing Hawaiian 
Treaty, and the long ago abrogated Canadian treaty of 1854, both of 
them signally disastrous to this country, will suffice for one genera- 
tion. 





According to figures published lately by Mr. Barbour, the Finan- 
cial Secretary of the Indian Government, the rupee price of wheat 
in the Indian shipping ports is rather below the average price of 
the last twenty years, but is rather higher in the interior provinces, 
because railroads have cheapened its transportation to the seaboard. 
The gold price in Europe has fallen so much that the premium on 
gold, although very large, does not increase the silver price of 
wheat, and the same thing is true of the other agricultural staples 
of India. When Germany and the United States demonetized silver, 
it was assumed by everybody in England that it must depreciate 
relatively to commodities in India, and that rupee prices must rise. 
It has not turned out so, and furthermore, the annual average net 
import of silver by India during the past eleven years is below 
the average during the eleven years ending with 1867, which was 
$54,050,000, reckoning silver at its price in gold, The silver super- 
seded in the French circulation by California and Australian gold, 
set free to go to Asia considerably more during the eleven years 
ending with 1867, than has since been set free for that destination 
by German sales of silver. 

The sources are not apparent from which India can obtain during 
the next eleven years an annual average import of $54,050,000 of 
silver, at even our coining rate. What is feared in India is not a 
future fall in silver and a consequent rise in rupee prices, but 
that silver will appreciate, and that rupee prices will fall. In- 
dian prices would undoubtedly go down with a crash, if the coin- 
age of rupees should be restricted, and the English Cabinet cannot 
be insensible to the danger of bringing on an industrial and com- 
mercial catastrophe in India by sanctioning any such measure. If 
the situation in that case could be made at all tolerable, it could 
only be by increasing the present paper circulation in India. 





The late vote in Nova Scotia, showing a majority of 12,000 in a 
poll of 60,000, in favor of a party proposing secession from the 
Dominion of Canada, was a very significant one. It is not at all 
probable that there will be any such secession. Canada would 
never agree to it, England would discountenance it, and it is not 
conceivable that Nova Scotia is disposed to resort to force to bring 
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it about. But the vote is proof of the dissatisfaction of the 
people.;of Canada with their material condition. Loyalty to the 
British connection is natural to the persons whom it keeps in 
place and. office, and is probably with some persons a matter of 
genuine.sentiment. But what the vast majority of Canadian pro- 
ducers, laborers, and business men want more than anything else, 
is to. earn. more, live easier, and accumulate property more rapidly. 
They want, in short, the market of this country, which is, and long 
will be, the best one in the world. If they can get it by reci- 
procity treaties they would probably prefer it, but if it is only by an- 
nexation that it is obtainable they will go for that. We should 
have had Canada long ago if the Southern States in 1854, then 
having the absolute political control of this country, had not de- 
liberately and designedly prevented it by negotiating the Canadian 
Reciprocity Treaty of that year. 





One of our contemporaries says, in reference to the National 
banks: 

The power exerted by this system of banks in sustaining the 
National and commercial credit, and the facilities they afford to trade, 
is greater than is generally estimated. 

All that is thus said in respect to the facilities afforded to trade 
by the National banks, and to the support which they are able to 
give, and do give, to commercial credit, is true. But it is su- 
premely silly, and also justly offensive, to say that these banks do 
anything towards sustaining the National credit. Intelligent bankers 
know that a claim as completely unfounded as that is, must irritate 
the country. The credit of the National Government rests securely 
upon its unlimited power to impose taxes upon the richest nation 
in the world, and would receive no jar if every National bank 
should go out of existence to-morrow. It has no favors of any 
kind to ask from banks or bankers of any description, and it is to 
the protection which its power affords that all banks and bank- 
ers Owe a considerable part of the security in which they carry 
on their business. No National. bank, and nobody authorized to 
speak for the National banks, ever sets up the arrogant preten- 
sion that the credit of the United States receives or needs any 
bolstering from these institutions. 





An American Senator, Mr. Whitthorne, in a speech made a few 
days ago, described the French undertaking to open an isthmus 
canal as a movement to “head off the efforts and enterprise of 
American citizens.” If by that it was intended, as it doubtless was, 
that the French meant to get the first start in building such a 
canal so as to prevent our citizens from building one, we should 
like to inquire which one of our citizens has ever proposed to put 
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a single dollar into such a work? We have heard of a good many 
eflorts by American citizens to persuade the Government of the 
United States to build an inter-oceanic canal, but in most cases 
it has been easy to see how the proposers and projectors ex- 
pected to feather their own nests by it. If any of our citizens have 
been “headed off” by Lesseps’ enterprise at Panama, it is not in 
efforts to build a canal across any other part of the isthmus, but 
in efforts to secure profits out of embarking the Treasury of the 
United States in such a scheme. Their efforts have all been of the 
latter description, and the general public are not at all disposed to 
shed any tears over their failure. 

The same Senator, after referring to the attempt of Napoleon III. 
to establish a Latin Empire in Mexico, insists that the same pur- 
poses which induced that attempt to spread French influence over 
the New World, are “the motives which induce the Frenchmen to 
enlist in the work” of the Panama Canal. The Senator may de- 
pend upon it that neither the stock gamblers of Paris nor the in- 
vesting public of that capital, ever had any other object than that 
of making money for themselves, in subscribing for Panama Canal 
shares or in dealing in them. Lesseps had justly acquired great 
prestige from the enormous financial success of his enterprise at 
Suez, and he has all the qualities which inspire confidence and en- 
thusiasm. The French Government as such has never invested a 
farthing in the Panama Canal, and nobody suposes that it ever will. 
It has been wholly a private work, and has been prosecuted solely 
from the hope of those concerned that it will benefit them indi- 
vidually. 

The same Senator says that an inter-oceanic canal will be “an 
artificial Bosphorus,” which is certainly true, and that the question of 
the control of it will be likely to give rise to diplomatic struggles and 
bloody wars in the distant future, which 1s more or less true. But 
it will be equally “an artificial Bosphorus,” whether it be constructed 
by Frenchmen or Americans. So far as warding off the dangers of 
“an artificial Bosphorus” is concerned, we gain nothing by prevent- 
ing the French from building one, if we thereupon proceed to build 
one ourselves. 





The French Chambers raised the duty on cereals about two years 
ago, and are now agitating the question of raising it still further, 
on the ground that the premium on gold has recently increased. 
The view taken in France is, that the premium on gold, when 
purchased with silver, operates as a bounty upon shipments of 
wheat from India to Europe. The same view seems to be the gen- 
erally accepted one in Great Britain, but in that country cheap 
bread is desired by the great majority of the people, the wheat- 
producing interest being relatively small compared with what it is in 
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France. The lower the prices for wheat, cotton, jute, hemp, hides, 
&c., are made by imports from India, the better satisfied the British 
are. The pinch for them of the present condition of the Indian ex- 
changes is in their exports of manufactured goods to India. Such 
goods will not command any more silver there than they did ten 
years ago, and it is the English who lose the difference, which has 
considerably increased during the past year, between silver money 
into gold money. 





Mr. Plumb, of Kansas, said in a debate in the Senate, June 24, 
1886— 

It is within my own knowledge that at least 75 per cent. of all 
the lands entered under the pre-emption law in the county in which I 
live, were entered with money borrowed at a minimum rate of interest 
of 3 per cent. a month. 

This is an authoritative and responsible statement, and it may be 
taken as an indication of the rates of interest paid by needy bor- 
rowers in the frontier States and Territories. Senator Plumb either 
accidentally or intentionally omitted to state what is the maximum 
rate paid by pre-emptioners. 

The only comment we now make is, that the statement tends to 
negative the idea that pre-emptioners are, as a rule, in the pay of 
moneyed men as instruments to procure title to lands, in which 
case they would not be paying such high rates of interest. They 
often sell out the titles which they obtain under the pre-emption 
laws, and doubtless frequently obtain them with the original purpose 
of selling them out, but it would seem that they acquired them 
in the first instance on their own account, and with means of which 
they possess themselves in whatever way they can, and oftentimes 
by paying the most extravagant rates of usury. 

But with all the difficulties, of which usury is certainly one, 
which attends the new settlements in Kansas, their progress is won- 
derful. In the House on the 28th of June, Mr. Peters, who repre- 
sents the seventh Congressional district, said that its population, 
which was 147,000 by the United States census of 1880, had in- 
creased to 204,000 by the State census of March 1, 1885, and was 
believed to be now 315,000, on the basis of enumerations made by 
townships, and other evidence. In respect to one county, organized 
three years ago, he affirmed that before that organization, three- 
fourths of it was in one field, enclosed by a wire fence as a cattle 
range, whereas now every quarter section available for agricultural 
is taken up by an actual settler, while the wire fences are gone, 
and so are the cattle, the latter into the Indian Territory, New 
Mexico, or other Territories, and the county has a population of 
7,000 or 8,000. 





The average of the highest prices during 1881 of the fifty rail- 
road stocks principally dealt in at the New York Stock Ex- 
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change was 100%. The average of highest prices of the stocks 
during the first half of this year was 72%. The average of the 
lowest prices of the same stocks during the bank panic of May, 
1884, was 42%. 





During the Indian fiscal year ending on the 31st of last March, 
the net import by India of silver, valuing it at our coinage rate, 
was $56,287,311, which is fully half of the total silver production of 
the world. At the gold price of silver, the valuation of the Indian 
net import of silver would be about 25 per cent. less. During the 
same fiscal year, India exported 43,120,038 bushels of wheat, at 56 
pounds to the bushel. 

During the first five months of 1886 the net import by Great 
Britain was of gold, $1,116,390, and of silver $545,230, which is a 
good deal less than the British consumption of those metals in the 
arts. The production of silver from mines in Great Britain is about 
$500,000 annually, but is a good deal more than that from imported 
lead ores. 





The export of gold in June was explained as having been made 
“to aid the German bankers in effecting an exchange of a part 
of the Russian debt,” as a similar export made not long before 
was explained as having been made “in support of the new French 
loan.” It is certainly conceivable that persons in Europe engaged 
in refunding and otherwise manipulating Russian and French debts, 
may have found it necessary to obtain gold for these purposes, 
and may have cast about for the ways and means of getting it in 
New York and elsewhere. But that persons in this country could 
have been found who were disposed to ship that metal to Europe 
from merely a benevolent desire to assist bankers engaged there in 
fund-mongering operations, will not gain any wide credence. If the 
Paris and Berlin stock-jobbers have obtained any gold from New 
York, they have done so either by making loans here on terms and 
collaterals satisfactory to the loaning parties, or by selling interna- 
tional securities in this market, or by buying bills of exchange on 
this country based upon merchandise sent here and sold. As it is 
not probable that European banks have borrowed money here, we 
must conclude that the recent gold exports to Europe have been 
the proceeds of the American securities sent from Europe to be 
marketed here, or that they were made because the balance of our 
foreign trade was insufficient to meet the various charges upon it, 
such as our interest account payable abroad. 

Gold is said “to move easily between the several financial cen- 
ters of the world in response to demand,” and so it does, provided 
the demand consists of the offer of some equivalent satisfactory to 
the holders of it. Physically there is nothing more mobile than 
gold. But it stubbornly resists every attraction except the offer of 
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equivalents, and least of all does it ever move from a charitable 
and friendly desire to assist the stock-jobbing operations of any- 
body. It is true of bankers, as a class, the world over, that they 
rarely indulge in illusions of any kind, and certainly the bankers of 
New York neither expect to import gold without paying for it, nor 
intend to export any without being paid for it. 





The gross receipts of the India railways increased 12 per cent., 
and their excess of receipts above working expenses increased 18 
per cent. during the last half of the calendar year 1885, as com- 
pared with the last half of 1884. Nearly the whole of this gain is 
for the benefit of the Indian Government, as the owner of some of. 
the roads and the guarantor of certain rates of dividends upon the 
other roads. The gain is attributed, in part to the increased move- 
ments of wheat, but it is also shown in the carrying of passen- 
gers and of other merchandise besides wheat. The prosperity of 
the India railroads is in marked contrast with the falling off in 
both the gross and net income of the English railways. If India 
may properly be considered as a commercial country, as in many 
aspects it may well be, it is about the only part of the commercial 
world in which there is any appearance of activity and prosperity. 





The subsidiary coinage out of new silver during 1885 was, in 
England, $2,612,850, and in the Australian colony mints, $400,795, 
in addition to which there was minted from worn and defaced 
silver coins melted down in England, $1,025,000, and in Australia, 
$58,136. The silver coinage of Japan during 1885 was $5,869,545, 
and of India, $28,950,000, so that, of the total Indian silver import 
of 1885, about $23,000,000 must have been absorbed in ornaments, 
which seems a large sum, but it is only about eight cents fer 
capita of the Indian population. 

The London Lconomi'st gives a table of coinages of silver in 1885, 
both full tender and subsidiary, but exclusive of recoinage of worn 
and defaced subsidiary silver coins. The aggregate footing is $75,- 
804,005. But the table is confined to the mints in Europe, Austra- 
lia, the United States, Japan and India. It very properly does not 
include Mexico, although its coinage of silver dollars is very large. 
Very few of these dollars have any monetary circulation, but are 
merely a form of silver bullion made convenient for export. 





There was no such thing in Paris as a Bankers’ Clearing-house 
until March, 1872, and the total clearings for the first year amounted 
to only $320,516,945. During the year ending with last March 
they were only $784,784,735. These figures are absolutely insignifi- 
cant as compared with the clearings in London or New York. 
They are about equal to a single week’s clearings in New York, 
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and they have been rather declining within the past five years, 
from the commercial depression. The use of checks on bankers 
is very slight in Paris, and still less in the French provinces. 
Frenchmen still mainly adhere to their old-fashioned practice of 
keeping their money in their own custody. 





At a meeting in London, July 7, of the British and Colonial 
Chambers of Commerce, a resolution in favor of remonetizing silver 
in Great Britain was carried, after a long and animated discussion, 
by a vote of 28 to15. Mr. Crump, of the London 77zmes, denounced 
the silver party of the United States as being controlled by Nevada 
silver miners in alliance with a “ Washington ring.” Mr. Frewen 
replied that it was a party made up of western wheat-growers and 
southern cotton-planters. Two members of the Chambers, from In- 
dia, opposed the resclution, on the ground that the lower silver fell 
the greater would be the stimulus to the Indian exports of cotton, 
wheat, corn, hides, and all agricultural staples. Another member of 
the Chambers, a merchant in the India trade, argued that England 
had other interests to look after besides India, and that however 
much that dependency might be profiting from the fall in silver, 
there were greater British interests which required that silver should 
be remonetized in England. Two London bankers spoke, one—Mr. 
Gibbs—in favor of silver, and the other—Sir R. N. Fowler, M. P.— 
against it. 


9 





INCREASED REQUIREMENT OF MONEY. 


During the first years of the extraordinary yield of gold in Cali- 
fornia and Australia, there was a most animated discussion through- 
out the world in respect to the extent of the rise of prices which 
was actually taking place as the result of the new money, and of 
the further rise which ought to be expected from it. It was gen- 
erally assumed in this discussion that prices rose from four to six- 
fold after the opening of the mines in Potosi in 1545. It is not 
extraordinary, therefore, that the opinion became widely prevalent 
that the immeasurably greater yield of gold in California and Au- 
stralia must cause a serious and perhaps fatal depreciation in the 
value of metallic money, after making all possible allowances for 
the increase of population and exchanges in the nineteenth century 
as compared with the sixteenth. The maximum effect of the new 
gold mines was, however, reached about 1865, and it is not gener- 
ally estimated that the rise in prices was more than from 20 to 25 
per cent., and whatever it was, it is agreed on all hands that it has 
since been entirely lost. 


7 
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Among the persons who participated in the discussion between 1850 
and 1865, in respect to the danger of the depreciation of the monetary 
standard, an English writer, T. E. Cliffe Leslie, is entitled to particular 
credit, as having most clearly pointed out that the extraordinary rise 
of prices described by historians as having followed the Potosi discov- 
ries was, in fact, mainly confined to a few commercial centers like 
London and Hamburg, and that it was caused by the heaping up 
of the new silver in those centers, from the exceeding slowness of 
its diffusion over Europe. He therefore explained the less effect in 
commercial centers of the much greater outflow of gold from Cali- 
fornia and Australia, by its action being spread over greater areas 
and among more numerous populations, as a consequence of the 
vast increase of the internal trade of nations from improved com- 
munications, and especially from railroads, and from the multiplica- 
tion and diversification of marketable products in modern times. 

Leslie observed that “the proper region of money is the region 
of industry, roads, navigation and trade”; that through more than 
half of Asia, and almost the whole of Africa, there were “no con- 
ductors for the metallic currents from Potosi;” that during the six- 
teenth century “the bulk of the people of Europe itself could sel- 
dom, if ever, have touched a coin from the mines of Mexico and 
Peru”; that to near the end of the eighteenth century prices of 
meat had risen very little at distances of fifty miles or more from 
London; that Adam Smith, writing in 1776, speaks of a village in 
Scotland where nails were stiil used in payments at alehouses; that 
in many parts of the Scottish Highlands the use of money was 

unknown at the end of the eighteenth century; and that in some 
' districts of Ireland, the first money known was that distributed by 
the Board of Public Works, established after the famine of 1846, 
the condition of those districts having been that “the laborer was 
hired with land or potatoes, and paid his rent, in turn, and bought 
his clothes, with labor.” 

That there was at least an equal slowness in diffusing over the 
Continent of Europe the metallic money flowing from America in 
the sixteenth century, was shown by Leslie in a very convincing 
way. He gives the proofs that when the later metallic flow from 
California and Australia reached the more secluded parts of West- 
ern Europe, as it did with marked rapidity, from the greater ac- 
tivity of trade and from readier and cheaper modes of communi- 
cation—the development of the railroad system having been substan- 
tially contemporaneous with the working of the new gold mines— 
the rise of prices was in those parts far beyond the 25 per cent. 
experienced at the commercial centers, and was in many cases from 
200 to 300 percent. Prior to the modern epoch of “industry, 
roads, navigation and trade,” the level of prices over great areas 
.in Europe had remained almost as low as it was before the dis- 
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covery of America, if indeed prices can be said to exist where 
money is very little used, and where transactions are carried on 
principally by barter. It was over such areas that the advance of 
prices was extraordinary under the influence of the new gold, and 
this means that vast quantities of the new gold were attracted to 
these areas by the previously existing cheapness of commodities, 
and were absorbed in raising prices in them, so that at central 
points the accumulation of money was checked and the advance 
in prices moderated. 


Leslie (lacmillan’s Magazine, August, 1864) says that “the rise of 
prices in the provincial towns and rural districts forms the most 
prominent subject in most of the reports of the British consuls in 
France for several years past.” In respect to Spain, he gives tables 
of prices from the British Consul at Bilboa, showing a rise of fully 
100 per cent. between 1854 and 1860, and he adds— 

Unaccustomed streams of money are flowing, not only into the 
towns of: northern Spain, but through all the more fertile districts 
of the peninsula near the new lines of railway. . . . It is in re- 
gions like the great corn district of Medina del Campo, poor lately in 
money, but rich in the wealth of nature, that prices must rise fastest 
when they are brought into easy communication with the markets where 
money abounds. 

Of the trade of the Swiss, “shut out by their own mountains 
from the principal markets of Europe in the last century,” he says 
that their “country, not long ago scantily furnished with a base 
native currency, is now flowing with money from the mints of the 
wealthiest States.” 

Of Norway, he says that “no sooner did the Australian gold ap- 
pear in Europe, than the Norwegian currency swelled to an unprec- 
edented balance, and prices rose to a pitch unknown before”; and 
he cites the report (1855). of the British Consul at Gottenberg as 
authority for the statement that provisions of every kind had be- 
come “excessively dear, many articles having within the last few 
years advanced to treble, and in no instance to less than double 
in price.” : 

In Germany he pointed out equal changes from the diffusion of 
the new gold, prices rising, and “peasants embellishing their houses” 
and indulging “in finery, as well as in the plain requisites of civil- 
ization,” although South Germany had less money in circulation, 
and was “comparatively cheap, because it has more recently been 
opened up by railways and still remains farther from the best mar- 
kets of Europe.” . 

Of Eastern Europe, Leslie said in 1864—and its condition has 
not since much changed: 

Down to our own time the people of Eastern Europe have lived for 


the most part on their own productions, or on a common stock ; their 
few exchanges have commonly been performed in kind; what little 
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money they have gotten from time to time has been hoarded, and not 
circulated, and prices have not risen where there have been no prices 
at all. ) 

The persons who believed, during the first half dozen years of the 
amazing outflow of gold from California and Australia, that the 
monetary standard was threatened with a serious and permanent de- 
preciation, were justified by the experience of the effects of the in- 
creased supplies of the precious metal from America during the 
sixteenth century. The conditions of fact which have prevented a 
repetition of that former experience, although they had begun to 
manifest themselves before 1850, have mainly occurred since Cheva- 
lier in France, De Quincy and Cobden in England, and numerous 
other intelligent persons in Europe and America, predicted or an- 
ticipated a disastrous fall in gold. It is easy to be wise after the 
event. We have now only to look in order to see that the fact 
that the new gold at no time produced any excessive rise of prices, 
and no lasting rise at all, at commercial centers, is sufficiently ac- 
counted for by its absorption in new regions and among new pop- 
ulations, arising from the extension of railroads, and from that 
quickening and wider spread of industries and trade which result 
from the combined influences of improved communications and of 
an increasing volume of money. Even in that smallest of the con- 
tinents, which was until quite recently the almost exclusive seat of 
modern civilization, we can see that there are large areas whose 
commodities can now pay the lowered. charges of transportation to 
markets where they can be sold for money, and are therefore pro- 
duced in abundance to be sent to such markets, which were not 
produced only a single generation ago except in the meager quan- 
tities which could be exchanged in the barter transactions of neigh- 
borhoods. And we can see, also, that there are still large areas re- 
maining in Europe, and especially in Eastern Europe, where this 
progress of industry, trade, and the substitution of money for barter 
is yet to be made. 

The case of Asia, having a population more than double that of 
Europe, and where the work of supplying it with money is much 
more incomplete, deserves a separate consideration. 

Of the Asiatic countries, it is of India, which is under British ad- 
ministration, that we know the most in respect to its economical 
conditions, and we find that its monetary wants are still urgent, 
vast as have been its receipts of treasure within recent years. Dur- 
ing the twenty-seven years ending with 1875, being the period 
commencing with the discovery of gold in California, the total gold 
and silver production of the world was $4,403,969,754, of which the 
official accounts of India show that it imported $1,322,941,155 more 
than it exported in its whole foreign trade with England and all 
other countries. The annual average rate of the net im- 
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portation was $49,000,000, and it consisted two-thirds of silver and 
one-third of gold. This period of twenty-seven years covered the 
years of the greatest British loans for Indian railroad-building, and 
of the very high prices of Indian cotton during our Civil War, 
but the power of India to absorb the metals has not declined, as 
its net import during the seven years ending March 30, 1885, was 
$205,000,000 of silver, and $118,000,000 of gold, on the basis of the 
relative value of the metals before 1873. This was an annual aver- 
age importation of the two metals together of $46,000,000, During 
the calendar year 1885, the net import of gold was comparatively 
small, but the net import of silver, at the coining rate at our mints, 
was $52,197,140. 

The fixed tastes and habits of India, in respect to the use of gold 
and silver in ornaments in addition to the hoarding of those metals, 
are well known, and it will absorb more and more of them in 
those ways as its wealth increases, and it seems now to be specially 
prosperous, while the commercial countries of the Western World 
are quite the reverse. But it is also certain that it is absorbing 
great amounts of silver by using it as money, as a substitute for 
the system of barter which prevailed there almost universally be- 
fore the silver of Europe, dislodged by the California and Australian 
gold, began to flow to Asia in extraordinary quantities. 

In his book, published in 1863, entitled Drazn of Silver to the 
East, Mr. Lee stated that the use of coin in India was then scarcely 
known outside of the cities, and he concluded that two thousand 
million dollars of additional coin would be needed if money should 
finally supersede barter. He made this estimate on the basis of an 
annual Indian population of 180,000,000, no regular census by the 
English having been taken down to that time. But we now know 
that the population of India (including annexations since 1863) is ap- 
proximately 300,000,000. 

The Governor of Bombay, in an official report in 1865, said: 

“ Considerable quantities of silver are absorbed in India by a mone- 
tary circulation which did not exist previously. In thousands of 
bazaars rupees are seen to appear and drive out the practice of bar- 
ter, universal previously.” 

All evidence agrees in proving that the use of money was very 
little known in India before the silver, expelled from the Western 
World by California and Australian gold, had flowed thither in suf- 
ficient abundance to leave some surplus for monetary employment 
after supplying the demands of the jewellers. 

The continual progress in India, after 1865, in the substitution of 
money for barter is fully shown in the testimony collated in the re- 
port (1876) of the British Silver Commission, and in the report 
(1877) of the United States Monetary Commission. But India, with 
an area about half as large as Europe, and with a population nearly 
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equal to that of Europe, is a large field to go over. As lately as 
March, 1882, Sir Richard Temple, long connected with the Indian 
Government, said in an address before the London Institute of 
Bankers, that over large parts of India rents were still paid in crops, 
and other transactions were still made by barter, or in other ways 
without money. Upon the basis of the experience of Europe and 
the United States, we shall make no mistake in concluding that if 
supplies of money remain within reach, its absorption from the greater 
per capita use of it, and with no necessary effect upon prices be- 
yond in some degree helping to sustain them, may still be going on 
in India at the end of a century from the present time. 

Jacobs estimates that during the 108 years after the discovery of 
America, which included fifty-five years after the opening of the 
mines of Potosi, the total flow of the precious metals from the 
Western World to India had not exceeded $70,000,000. During 
only fourteen years, ending with 1864, after the California and 
Australian gold discoveries, this flow was fully ten times $70,000,000, 
and has been large since, but does not seem to have yet produced 
anything more than a transient effect upon Indian prices. At the 
ports of India, the prices, reckoned in gold, of commodities im- 
ported and exported in its trade with Europe, necessarily followed 
the course of the fluctuations of the gold prices of Europe; rising 
after the California and Australian gold discoveries until about 
1865, and afterwards declining upon the whole and with only a few 
temporary reactions, until they are now down to or below the 
range of prices before those discoveries were made. But since the 
divergence in the relative value of the metals which began in 
1873-4-5, rupee prices in India have not followed the downward 
course of gold prices, and although they have somewhat fallen at 
the ports, appear also to have somewhat advanced in the interior 
provinces, which must be ascribed to the diminished charges of 
transportation to and from the ports. Rupee wages of unskilled 
labor, within which description nearly the whole of the labor of 
India comes, are still exceedingly low, and there has been no ad- 
vance in them within twenty years, according to the best and latest 
authorities.* 

Populous and vast in extent as India is, it is only a small part 
of that continent of which it has been said that, “Asia, it is the 
world,” and in comparison with which Napoleon, from the point of 
view of St. Helena, said that “ Europe is nothing but a mole-hill.” 
India is the first country in Asia to begin, under its British mas- 
ters, to exchange Oriental for Western civilization and methods. 
But the period seems to be at hand, when the same exchange will 
be commenced, or having commenced will make more rapid prog- 


* See particularly a book entitled Theory of Bimetallism, published at Calcutta in Novem- 
ber, 1885, by D. Barbour, the Financial Secretary of the Indian Government. 
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ress, in other and still greater Asiatic regions. The present gen- 
eration may expect to see this transformation—in China and Japan 
from voluntary adoption; in the mysterious tabie-lands of Central 
Asia, the reputed cradle of the human race, from the resistless 
pressure of the armies and organizing power of Russia; in Farther 
India, from British annexations and the extension of French con- 
quests; and in Western Asia from the final downfall of the Mahom- 
medan Power, which now holds Constantinople by a _ precarious. 
sufferance. And wherever Western civilization goes, whether in 
Asia or in Africa, or in whatever regions, continental or insular, 
which it has not yet penetrated, its commercial and industrial and 
financial methods will go also, and as indispensable to all of them 
will go the use of money, as the substitute for those ruder modes 
of exchange which satisfy the needs of barbarous and semi-civilized 
peoples. 

In a paper contributed to the BANKER’S MAGAZINE in Septem- 
ber, 1882, the writer felt justified by the then existing aspects of 
monetary affairs, in saying: 

The most groundless of human apprehensions is that of an excess 
and consequent depreciation of money, so long as it consists of the 
metals, or is kept at the standard of the metals. There has never yet 
been enough of it to fully do away with the inconveniences of barter in 
all localities and among all classes, even in the most commercial coun- 
tries. The amount of added money that can still be absorbed without 
affecting prices, in substitution for direct exchanges, is incalculably 
great. The danger which threatens in respect to money on the metailic 


standard, is not that of its depreciation, but that of its appreciation, 
and of the two calamities, the last is immeasurably the worse.” 


Within the past four years, the appreciation of money has be- 
come more accentuated, and general opinion inclines more and 
more to the opinion that the situation is not the mere ebbing of 
a tide which will soon flow again, but indicates a permanently 
downward course of prices. 

Notwithstanding that the supplies from the gold and silver mines 
since 1849 have now reached, according to commonly accepted esti- 
mates, the enormous aggregate of $6,382,000,000, it is certain that 
the general range of the prices of the world is at least as low as 
it was before gold was found in California; that money is still 
substantially unknown among a considerable part of mankind; and 
that its use among the great majority of them is still on a scale 
exceedingly attenuated and wholly inadequate to the wants of any 
advanced commercial and industrial development. The aggregate 
production of the precious metals is now, and has been for several 
years, not more than stationary, while the proportion of that pro- 
duction which is appropriated to monetary use is constantly be- 
coming less, because the proportion absorbed in the arts and 
ornamentation constantly enlarges with increasing wealth and iux- 
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ury. In the meantime, the progress of discoveries in science and 
of improvements in the arts and in machinery is multiplying as never 
before the various products which constitute the subject matter of 
exchanges, while the ideas, methods, arms and commercial power of 
Western civilization are more rapidly than ever before spreading and 
impressing themselves over the whole earth, and carrying the use of 
money, which is an indispensable instrument of that civilization, 
into the remotest regions. Undoubtedly, this same civilization, in 
its more advanced conditions, increases the use and efficiency of 
the various banking expedients which economize the employment 
of money. The exact power of that circumstance, in the direction 
of sustaining prices, cannot be determined, but it has certainly 
not prevented a steady fall in them within recent years, and there 
seems to be no good ground for hoping that it will do anything 
more than moderate the rate of their future fall. 

GEO. M. WESTON. 





THE RELATION BETWEEN BANKS AND THEIR 
DEPOSITORS.* 


NATURE OF CONTRACT OF DEPOSITOR WITH THE BANK. 


A bank agrees with the depositor that he may draw his deposit 
in such amounts as may be desired, and to pay his checks when 
presented and to the presentor, whoever he may be, provided he 
is the rightful holder of them. “In the ordinary relation between 
banker and customer, the customer is a mere common creditor of 
the banker. A debt is owing to the customer, which he may at 
any time call on the banker to pay, and which it is the duty of 
the banker to pay upon his order or check. The customer may 
order it to be paid to himself or anybody else, or he may order 
it to be carried over or transferred from his own account to the 
account of any other person as he pleases. He may do so by a 
written instrument ; and I know nothing to prevent his doing so 
by a verbal direction, except this, that the bank may require some 
written evidence of this order to transfer; and I believe there is 
no necessity for giving a written instrument, except for the purpose 
of evidence.” (Watts v. Christie, 11 Beav., p. 551.) “If the bank 
finds the depositor a troublesome customer, so that the account is 
not a desirable one, he may tender the full amount of the deposit, 
and refuse to receive more, and thus close the account; and after 
that, if the depositor should refuse to receive the money, his right 
to draw out the deposit in parcels would be terminated, unless, 
perhaps, there might be an exception in favor of the dona fide 
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holder of his check.” (Chicago Marine and Fire Insurance Co. v. 
Stanford, 28 Ill., 168; Munn v. Burch, 25 Ill, 35.) To sustain an 
action for one’s deposits, the depositor must prove the making of 
a demand and refusal of payment. (Downes v. Phanix Bank, 6 
Hill, 297; Murray v. Judah, 6 Com., 484.) 

In Clayton’s case it was decided that when an account consisted 
of continuous dealings, like the ordinary bank account, the money 
was applied on the ground of the presumption arising from the 


priority of receipts and payments. “If any other appropriation is 
to be made,” said the Court, “the creditor must declare his inten- 
tion at the time of payment.” “Neither banker nor customer ever 


thinks of saying this draft is to be placed to the account of the 
4 paid in on Monday, and this other to the account of the £ 
paid in on Tuesday. There is a fund of £1,000 to draw upon, 
and that is enough. In such a case there is no room for any 
other appropriation than that which arises from the order in which 
the receipts and payments take place, and are carried into the 
account. Presumably, it is the sum first paid in that is first 
drawn out. It is the first item on the debt side of the account 
that is discharged or reduced by the first item on the credit side. 
The appropriation is made by the very act of setting the two items 
against each other. Upon that principle all accounts current are 
settled, and particularly cash accounts. When there has been a 
continuation of dealings, in what way can it be ascertained whether 
the specific balance due on a given day has, or has not, been dis- 
charged, but by examining whether payments to the amount of that 
balance appear by the account to have been made? You are not 
to take the account backwards, and strike the balance at the head 
instead of the foot of it.” (Bordenham v. Purchas, 2 Barn. and 
Ald. 39.) 

When a bank has received a deposit, and credited the depositor, 
it cannot question his ownership of the thing deposited. An at- 
taching creditor or the true owner can do so, but not the depos- 
itory. Accordingly, in a suit by a depositor against a bank for the 
balance to his credit, it was not permitted to prove that the de- 
positor was the clerk of a firm, that the money was deposited by 
him and in his name for its convenience, and that he declared 
so when he made deposits. Nor could the bank prove the in- 
debtedness of the firm to it in order to lay the foundation for a set- 
off against the deposit. (First National Bank v. Mason, 95 Pa. St. 
113.) Likewise, in an action against a Savings bank by the assignee 
of a depositor to recover a deposit, it cannot defend on the 
ground that the deposit is derived from the sale of securities be- 
longing to third parties, and which is claimed by them as their 
property. “It can never be permitted,” remarked the Court in‘this 
case, “that a debtor may volunteer the protection of the claims 
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of those with whom he has had no dealings to defeat his liability 
for the performance of his contracts. (Lund v. Seamen's Bank, 37 
Barb., 129.) “A banker is bound to honor an order of his cus- 
tomer with respect to the money belonging to that customer which 
is in the. hands of the banker, and it is impossible for the banker 
to set up a jus fertzd against the order of the customer, or to 
refuse to honor his draft, on any other ground than some sufficient 
one resulting from an act of the customer himself. Supposing, 
therefore, that the banker becomes incidentally aware that the cus- 
tomer, being in a fiduciary or a representative capacity, meditates 
a breach of trust, and draws a check for that purpose, the banker, 
not being interested in the transaction, has no right to refuse the 
payment of the check, for if he did so he would be making him- 
self a party to an inquiry as between his customer and third per- 
sons.” (Lord Westbury, Gray v. Johnston, 3 Law Rep. H. L. 
Cases, p. 14,) 

A bank is bound by law to pay a check drawn by a depositor 
within a reasonable time after receiving funds belonging to the 
depositor. If a bank refuse to pay a check under such circum- 
stances, the depositor can maintain an action against it for the 
wrong done, although no actual damage may have been sustained.’ 
(Marzetti v. Williams, 5 Barn. and Adolph., 415.) 

If the depositor have an insufficient deposit to pay a check, and 
the payee is willing to receive whatever is due from the bank, 
it should honor the check to this extent, crediting the amount 
thereon. (Bromiley v. Commercial National Bank, 9 Phil., 522.) 

When funds are deposited for a special purpose, of which the 
depository is notified, it cannot apply them in a different manner. 
The State of Illinois created two separate funds for internal im- 
provements; one was under the control of Canal Commissioners, 
and the other of a Fund Commissioner. Each party opened an 
account with the United States Bank. The bank, agreed to pay 
coupons and bonds issued by the Canal Commissioners, and they 
left money with the bank for that purpose. The Fund Commis- 
sioner having overdrawn his account with the bank, it sought to 
apply the deposit of the Canal Commissioners toward the payment 
of the deficit, instead of the bonds and coupons as promised. 
This, the Court held, the bank could not do. Said the Court: 
“As long as the deposit is permitted to remain in their hands, 
they are the agents of the holders of the coupons to the amount 
of the fund set apart for their payment. It would be a culpable 
breach of trust to appropriate the fund to any other purpose, and 
especially to apply it to their own use.” (Unzted States Bank v. 
Macalester, 9 Barr., 475; several cases are reviewed by Judge 
Rogers.) In another important case the Court said: “ While it is 
undoubtedly true that ordinarily in a running account of debit and 
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credit, it is the first item on the debit side of the account that 
is discharged or reduced by the first item on the credit side; 
and in the case of a bank account where all the sums ‘paid in form 
one blended fund, it is the first sum paid in that is first drawn 
out, as was decided in Clayton’s case (1 Mer., 572); yet, if there 
be a particular mode of dealing, or a special agreement between 
the parties, the case may be varied. As in the case of Lysaghf 
v. Walker, § Bligh, N. S., 1, where an agent who had, in a pre- 
vious account, charged himself with a balance due from him, con- 
_tinued to receive money for his principal and to pay money out, 
it was determined that his payments were not necessarily to be first 
applied to the extinction of the previous balance, the receipts being 
equal to the payments. (See TZaylor v. Keymer, 3 Barn. and Ad., 
320; Henntker v. Wigg, 42 B., 793.) The subsequent payment of 
checks and the striking of balances in the bank book from time to 
time would not, therefore, necessarily extinguish [a special deposit} 
if, from the facts and circumstances of the case, the parties, or other 
of them, appear to have had a different intention.” (Chesapeake Bank 
v. Swain, 29 Md., 503.) 

A bank cannot apply a deposit to a known illegal purpose, for 
example, to paying bonds issued by the depositor which have been 
declared invalid. (Howard v. Deposit Bank, 80 Ky, 496.) 

When a person has two demands upon another, one arising from 
a lawful contract, the other from a contract forbidden by law, and 
the debtor makes a payment which is not specifically appropriated 
by either party at the time of payment, the law will appropriate it 
to the debt recognized by law; and, therefore, where distinct sums 
of money were due one for goods sold, the other for money lent on 
a usurious contract, and a payment was made which was not specifi- 
cally appropriated to either debt by debtor or creditor, it was held 
that the law would appropriate such payment to the debt for 
goods sold. (Wright v. Long, 3 Barn. and Cresswell, 165.) 

Money should not be transferred from one account to another 
without ample authority. Again and again has a third person at- 
tempted to subject a bank on an agreement supposed to exist 
between it and the depositor. The attempt of checkholders to sue 
is a good illustration. The above proposition would seem to be too 
plain for statement; yet the following case occurred: A sent money 
to a bank in the form of a draft to be placed to his credit. After- 
ward A agreed with B to transfer the amount to the latter’s credit, 
but did not notify the bank of the agreement. B, however, with- 
out authority from A, wrote to the bank ordering it to make the 
transfer, which was done. At a later date A demanded his money, 
and of course the bank was obliged to pay. (Coffin v. Henshaw, 
10 Ind., 277.) 

Beside distinguishing deposits as general and special, the question 
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has arisen in a few cases where money was paid into a bank, 
What was its nature, and whether the bank had a right to receive 
the same? Thus, in the matter of Patterson (18 Hun., 221), a 
Savings bank promised four other banks to deposit one-fourth of 
all the moneys received by it with them. On the other hand, 
they promised to pay interest on the daily balances in favor of 
the Savings bank; also to pay at sight checks and drafts drawn 
on them, and to receive no deposits from other persons or cor- 
porations less than a thousand dollars. The contract was to run 
for three years, and at the end the four banks were to pay over 
to the Savings bank all muneys belonging to it. The Court held 
that the moneys thus deposited by the Savings bank were deposits, 
and that it was entitled to priority over the other creditors by 
the law of that State when one of the four banks failed. 

In another case (Bushnell v. Chautaugua County National Bank, 
74 N. Y., 290), it was remarked that even if a deposit be not made 
for the sole benefit of the depositor, and that in a certain con- 
tingency some portion may become payable to a third person, for 
whose security the deposit is made, its character as a deposit is 
not changed. Moreover, a bank which is authorized to receive 
deposits has a right to receive the deposit of a fund in _ contro- 
versy to abide the event of a litigation or award, or to become 
payable on a contingency to some other person than the depositor. 
So long as a bank undertakes nothing more than to pay over 
money deposited with it to the person who may, according to the 
conditions on which the deposit is made become entitled to re- 
ceive it, it does not transcend its powers. Nor can it make any 
difference that the portion of the sum deposited which may become 
payable to a third person is at the time of the deposit uncertain 
and subject to liquidation. Until ascertained, the bank is entitled 
to hold the fund, and it is also entitled before payment to have 
the amount liquidated in such a manner as to bind all parties. 

Public deposits—If a deposit is made by a person or board offi- 
cially, and he or such board is superseded in office, the money 
thus deposited belongs to the successor. (Carman v. Franklin 
Bank, 61 Md., 467; Lewzs v. Park Bank, 42 N. Y., 463; Swartwaut 
v. Mechanic's Bank, 5 Demo., 555.) And when a change of public 
officers occurs, if the title to the deposits is questioned, the de- 
pository may bring an action to determine who of the contesting 
parties is entitled to the deposits. (German Exchange Bank v. 
Commissioners, 6 Abbott, 394; Bell v. Hunt, 3 Barb., Ch., 391.) 

In what money shall a deposit be patd? is the next question to be 
considered. If a bank agrees specially to pay in bullion or coin, it 
must do so or be answerable for the injury done; and if it agrees to 
pay in depreciated paper, the tender of it will satisfy the law, and 
in default of payment the depositor or promisee ~an recover only its 
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market and not its nominal value. (Rodznson v. Noble, 8 Peters, 198; 
McCormick v. Trotter, 10; Sergeant v. Rawle, 96.) 

“But where the deposit is general,” said Judge Clifford (7hompson 
v. Riggs, 5 Wall., 678), “and there is no special agreement proved, 
the title of the money deposited, whatever it may be, passes to the 
bank, and the transaction is unaffected by the character of the 
money in which the deposit was made, and the bank becomes liable 
for the amount as a debt, which can only be discharged by such 
money as is by law a legal tender.” (Bank of Kentucky v. Wister, 
2 Peters, 325.) 

When a bank is acting as agent in collecting a debt, it can only 
receive, in the absence of special authority, in payment thereof, the 
legal currency of the country, or in bills which pass as money at 
their par value by the common consent of the community. (Ward 
v. Smith, 7 Wall., 447 ; Levi v. National Bank of Miéssourz, § Dillon, 
104.) The doctrine that bank bills are a good tender, unless 
objected to at the time on the ground that they are not money, 
only applies to current bills, which are redeemed at the counter of 
the bank on presentation, and pass at par value in business trans- 
actions at the place where offered. Notes not thus current at their 
par value, nor redeemable on presentation, are not a good tender to 
principal or agent, whether they are objected to at the time: or not.” 
(Clifford, J. Ward v. Smith, 7 Wall., p. 451.) 

In Ontario Bank v. Lightbody (13 Wend., 105) it was held that 
the payment of a check in the bills of a bank which had previously 
suspended was not a satisfaction of the debt, though the suspension 

‘was unknown by either of the parties, and the bill was current at 
the time, the Court saying that the bills of banks could only be 
considered and treated as money so long as they are redeemed by 
the bank in specie. “That the power of a collecting agent by the 
general law is limited to receiving for the debt of his principal that 
which the law declares to be a legal tender, or which is by common 
consent considered and treated as money, and passes as such at par, 
is established by all the authorities.” (Ward v. Smith, supra.) But 
if anything else is received by the agent, the principal must inform 
the debtor that he refuses to sanction the unauthorized transaction 
within a reasonable period after it is brought to his knowledge. 


NATURE OF ITEMS OF DEPOSITS—WHEN CHECKS ARE CONSIDERED 
CASH. 


The general deposits of a bank consist of cash, checks, notes, 
bills of exchange and other instruments, but the first two items form 
by far the larger portion. Shall checks and similar instruments 
payable without restriction be considered as cash? A uniform rule 
has not prevailed. 

It is certain that when the depositor’s account is overdrawn any 
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deposit that he may make, whether checks, notes or the like, belong 
absolutely to the bank. So do they whenever the depositor draws 
cash on the strength of them. (Salbach v. Frelinghuysen, 6 New 
Jersey Law Jour., p. 108.) 

A different question arises when the check deposited is drawn on 
the depository. We think the more general rule is when the check 
of a depositor is given to and presented by another depositor of the 
same bank who is credited for the amount in his account, the bank can- 
not afterwards withhold the amount on discovering that the maker has 
an insufficient deposit to pay it. The City National Bank of Selma 
v. Burns (68 Ala. 267) is the most noteworthy case on this point. 
Hudson & Co. gave a check to Burns on the bank which was pre- 
sented with the latter’s indorsement for deposit. The cashier entered 
it as a deposit on the depositor’s bank-book, and placed it on the 
file of checks to be charged on the books of the bank to the 
drawers. Subsequently, Burns was credited on the books, and the 
drawers were charged with it. It was not the bank’s course of busi- 
mess to receive, for collection, checks drawn on itself; nor were 
checks received by it for collection placed on the same file as this. 
In the afternoon of the day when the deposit in question was made, 
Hudson & Co. failed, and on examining their account the check proved 
to be an overdraft. The bank immediately gave Burns notice, and 
made an offer to return it on the next day, but Burns declined 
to receive it, and claimed that it was paid, and that the bank was 
liable to him for the amount as it would be for a similar deposit 
in money. Chief Justice Brickell said there was some contrariety of 
decision concerning the liability of a bank when a check drawn 
thereon was presented, and there was simply an entry of it to the 
credit of the holder on his bank-book as a deposit, whether it was 
to be regarded as paid, or as received for collection. After saying 
that the check was not treated by the bank as it would have treated 
a check of which some other bank was the drawee, and in reference 
to which it would assume no other duty than that of collection, 
transferring to the credit of the holder only what might be derived 
from it, the mode of dealing with this check was just that which 
wpuld have been adopted, if it had not been an overdraft—if there 
had been funds in the possession of the bank, which were applicable 
to its payment. Contracts, agreements, transactions between parties 
should have operation and effect according to their intention, and 
it seems impossible from these facts to attribute any other intention 
to the parties than that the check should be received by the bank 
and placed to the credit of the depositor, as cash, as money de- 
posited by him. There can be no doubt that he was at liberty to 
draw for the amount of the check as money on deposit with the 
bank, at any time before he was notified that liability for it was 
discovered, and that his drafts in consequence would not be honored. 
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Nor is there any room for doubt, that at any time during business 
of the day of deposit, his check would have been honored by the 
bank upon the faith of the deposit as money to his credit. 

“The case more nearly resembles, and falls directly within, the 
principle stated in Bolton v. Richard, 6 Term, 139, that when a bank 
credits a depositor with the amount of a check drawn upon it by 
another customer, and there is no want of good faith upon the part 
of the depositor, the act of crediting is equivalent to a payment in 
money. Nor can the bank recall or repudiate the payment, because, 
upon an examination of the accounts of the drawer, it is ascertained 
that he was without funds to meet the check, though, when the 
payment was made, the officer making it labored under the mis- 
take that there were funds sufficient (Chambers v. Miller, 13 Com. 
B. N. S., 125; Levy v. United States Bank, 4 Doll., 234; Oddie v. 
National Bank, 45 N. Y., 735; National Bank v. Burkhardt, 100 
U. S., 686). In the case last cited it was said: ‘Where a check 
on itself is offered to a bank as a deposit, the bank has the option 
to accept or reject it, or to receive it upon such conditions as may 
be agreed upon. If it be rejected, there is no room for any doubt 
or question between the parties. If, on the other hand, the check 
is offered as a deposit and received as a deposit, there being no 
fraud and the check genuine, the parties are no less bound and 
concluded than in the former case. Neither can disavow or re- 
pudiate what has been done. The case is simply one of an executed 
contract. There are the requisite parties, the requisite consideration, 
and the requisite concurrence and assent of the minds of those con- 
cerned.’ And in Oddze v. National Bank [above mentioned] it was 
said by Church, C. J.: “When a check is presented to a bank for 
deposit, drawn directly upon itself, it is the same as though pay- 
ment in any other form was demanded. It is the right of the bank 
to reject it, or to refuse to pay it, or to receive it conditionally, as 
in Pratt v. Foote (9 N. Y., 463), but if it accepts such a check and 
pays it, either by delivering the currency, or giving the party credit 
for it, the transaction is closed between the bank and such party, 
provided the paper is genuine.’ And further it was said: ‘The bank 
always has the means of knowing the state of the account of the 
drawer, and if it elects to pay the paper, it voluntarily takes upon 
itself the risk of securing it out of the drawer’s account or other- 
wise. If there has ever been any doubt upon this point, there should 
be none hereafter.’ ”’ 

“The Supreme Court of California (/Vatzonal Gold Bank v. 
McDonald, 51 Cal. 64), dissent from the conclusions of Church, C. J., 
in Oddie v. National City Bank, and lay down the rule, that when 
a check on the same bank is presented by a depositor with his pass- 
book to the receiving teller, who merely receives the check and 
notes it in the pass-book, nothing more being said or done, this 
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does not of itself raise a presumption that the check was received 
as cash, or otherwise, than for collection. The case is variant from 
this case, in the absence of the material facts, that it was without 
the ordinary course of the business of the bank to receive for col- 
lection checks of which it was the drawee, and the entry of the 
check on the books of the bank, as a debit to the drawer, and a 
credit to the holder. It is the intention of the parties which must 
govern, and no intention can be presumed for, or imputed to them, 
which is inconsistent with their acts and declarations, and the usual, 
understood course of the business they are transacting. And when, 
as in this case, there is‘such a concurrence of facts pointing wholly 
to the creation presently of an unconditional engagement, and of the 
relation of debtor and creditor, there can be no authority for a pre- 
sumption of law, which would change the engayement into one 
dependent on conditions, and the relation into that of principal and 
agent.” 

“The bank could have received the check conditionally, and have 
come under obligations to account to the holder for it, only in the 
event that on an examination of the account of the drawers, it was found 
that they had funds to meet it; or in the event that they provided 
funds for its payment. Or it could have asked for time to examine 
the accounts, that it might determine whether it would accept and 
pay, or dishonor the check. It would have been within the option of 
the holder to have accepted or rejected either of these propositions. 
But when the holder presented the check with his pass-book, that 
the check might be entered as a deposit to his credit, it was a re- 
quest for the payment of the check; and as was in effect said in 
Levy v. United States Bank (4 Dall., 234), there can be no distinc- 
tion between a request for payment in money, and a request for 
payment by a transfer to the credit of the holder. The making of 
any such distinction would be as impolitic on the part of the bank, 
as it would be unjust towards the individual, who accepts the credit 
instead of his money. It is not very material in what form a bank 
manifests its acceptance of a check drawn upon it. Whatever may 
be clearly intended by it as an acceptance, and is received by the 
holder as sufficient, ought not to be repudiated in courts of justice. 
The acceptance, by which we mean an acknowledgment that the check 
is good, is as clearly manifested by a transfer of it to the credit of 
the holder, as it would be by notifying or certifying it as good, 
when he may desire to use it in other transactions with strangers. 
It is not of importance that the transfer is shown only by an entry 
on the pass-book of the holder. There must be an interval during 
which that entry will be the only written evidence of the accept- 
ance. The length of that interval depends wholly on the usages 
founded on the convenience, and the care and diligence of the 
officers of the bank in making entries on its own books. The entry 
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on the pass-book of the holder is the evidence usually given him, 
for his own purpose, in the ordinary course of business, to which 
he can resort to ascertain the state of his accounts—the indebted- 
ness of the bank to him. The bank preserving for itself evidence of 
its transactions and liabilities may and will cause entries to be made 
on its own books. These, after acceptance of the check has been 
manifested by an entry to the credit of the holder on his pass-book, 
are no more than memoranda of a past, completed transaction. If 
there was no other evidence than such as is recited in the instruc- 
tions we are considering, there would not be a presumption that the 
bank received the check for collection only, and in the capacity of 
agent for the holder. The presumption is of payment of the check 
by the bank voluntarily becoming the debtor of the depositor, tak- 
ing upon itself the risk of securing it from the drawers. The onus 
for burden] of removing that presumption rested upon the bank, 
and it could be removed only by evidence that such was not the 
intention, or from contemporaneous acts or declarations.” 


ALBERT S. BOLLES. 
[TO BE CONTINUED.] 
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COMMERCIAL EXCHANGES * 
CHAPTER VI. 
THEIR GOVERNMENT. 


Democratic in Principles and Republican in form of Government—Equality in 
Membership—The Mechanism of Exchanges—Varying Forms of Con- 
struction —Their Officers and Managers—The Board of Directors, 
Trustees or Managers—Provisions of the By-laws and Constitution— 
Comparisons of Various Associations—FTountain of Their Laws— 
Purposes of a Charter—Rights and Powers Obtained—Duties of a 
Director, Manager or Trustee—Standing and Special Committees— 
Employees—The President and Vice-President—The Secretary —The 
Treasurer—The Superintendent. 


The commercial exchanges and boards of trade of the United 
States, though democratic in their principles of organization, are 
purely republican in their forms of government. There are no grades 
or castes in their membership; every member stands upon an equal 
footing with every other member. All have the same rights and 
bear equal responsibilities. Each has a voice in the choice of offi- 
cers, and, if chosen by his associates, is under no restrictions 
which debar him from holding office while he is in good stand- 
ing in the association. The amount of capital that a member con- 
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trols or the society he moves in outside of his business associates, 
will neither elevate or degrade him upon the floor of the exchange, 
Social position is laid aside when a member enters any department 
of these business institutions. 

The theory of government is alike in the various forms of organ- 
ization, and is simple in its order and principles. An examination 
into the mechanism and machinery through which the operations 
of these great mills of mercantile industry are woven into the 
fabric of commerce will furnish an interesting insight into their 
mission and usefulness in the business world. An inquiry into the 
duties of those chosen to manage the affairs of these commercial 
societies will enable us also to comprehend more fully the mechan- 
ism of their construction and the general basis of their founda- 
tion. 

Their by-laws provide for annual elections of officers and mana- 
gers. The officers chosen at this election vary in different organ- 
izations according to the ideas ot those who were instrumental in 
the origin of the association, and who furnished the institution 
with by-laws. The rules in some cases provide for a board of 
trustees or directors to be chosen, and out of that body a presi- 
dent, vice-president, and sometimes other officers selected. In other 
associations the officers, at least certain of them, become members 
ex officto of the board of trustees, directors, managers, or whatever 
the supervisors of affairs are called, or by virtue of their position. 

The officers then, we may say, are (1) a president; (2) one or 
more vice-presidents; (3) a treasurer; (4) sometimes a secretary; 
and (5) a board of managers, directors or trustees; (6) minor ofh- 
cers selected by the board of directors. 

The title of this board of supervisors, as has been indicated, is 
not the same in all commercial associations. It is in some known 
as trustees, in others governing committee, it is sometimes termed 
executive committee, and not infrequently board of directors. But 
whatever title may be chosen (and the choice of a title is depend- 
ent more on the notion of the originators than on the peculiar 
nature of the association) the duties devolving upon the members 
are about the same in all exchanges. Board of directors, it may 
be said, is the title most commonly used in organizations of this 
character. Aside from, or next to the president, the officer next 
in authority is either the treasurer or secretary, sometimes one |. 
and sometimes the other. In a large number of associations, per- 
haps the most prominent in the country, the secretary is not 
elected, but receives his appointment from the board of directors, 
in some instances the treasurer is given his position by the same 
process, though it is more usually the case that the treasurer is 
chosen by an election of the entire body. 

The board of directors, according to the prevailing rules, is 
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composed of the president, the vice-president, or possibly several 
vice-presidents if several are provided for by the by-laws, either 
the treasurer or secretary and sometimes both, and a number of 
members elected from the body of the organization. This arrange- 
ment is not followed in full by some associations. The by-laws of 
the Merchants’ Exchange, of Nashville, say that “the officers shall 
be a president and six vice-presidents, who shall constitute a board of 
directors.” The by-laws of the Chamber of Commerce, of Pittsburgh, 
prescribe that “The officers of this association shall consist of a 
president, seven vice-presidents and seventeen directors, who shall 
be elected annually,” etc. 

The rules of some associations, as has been noted, make pro- 
vision for the members to elect the president and vice-presidents, 
and being so chosen they become ex officio members of the board 
of managers; again, in other associations the members choose only 
the board of managers, and these elect from among their number 
the president, vice-president and, perhaps, also treasurer or secre- 
tary, or both. Upon this point the Constitution of the Detroit 
Lumber Exchange says: “and the said president and vice-presidents 
(2) shall be elected by and from the board of directors at their first 
regular meeting,” etc. The same association provides that the 
treasurer and secretary shall be appointed by the board of directors, 
but not from among the members of that body. 

A common provision of the constitutions and by-laws of these 
commercial bodies gives wide scope to the duties and privileges of 
the board of directors. They are to manage the business affairs 
and concerns of the association or exchange, have full charge and 
direction of its property, and ordain rules and regulations for carry- 
ing out the objects of the association; look after the appointment 
and order the removal of subordinate officers and employees; arrange 
and decide upon compensation for services and many other details. 
Such are the powers generally conferred upon the managers, though 
in some institutions these powers are modified in certain particu- 
lars. In the Chicago Board of Trade the management of the real 
estate owned by the association is placed in the hands of a board 
of real estate managers, who are elected annually for that especial 
purpose. The real estate of the New York Stock Exchange is in 
the hands of a corporation distinct from the Exchange association, 
though the stock of the corporation is the property of the Ex- 
change. © 
Commercial associations, as we have seen from the foregoing, are 
like other corporate or associate bodies with republican forms of 
government. The fountain of their laws and rules is either a 
charter or a constitution, or both. In most instances a charter is 
made to serve the purpose of a constitution. From this springs 
their right of existence, and their power and authority of assoei- 
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ation as a body corporate. The source of power and authority of 
an unincorporated association is the constitution which becomes the 
fountain of existence by having been agreed to by the members 
comprising the society. It is therefore a charter by agreement. 
Incorporated bodies receive their power of authority through a 
charter granted by the Legislature of the State in which they are 
located. It has no powers, rights or privileges, except those em- 
bodied in the charter, and its rules and by-laws must conform in 
every particular to legislative enactment upon which the corpora- 
tion is founded. 

The by-laws of a commercial association are the laws enacted by 
its members, based upon the authority given them under the char- 
ter or constitution, though of less general importance than the 
articles set forth in the organization papers. They deal more 
especially with the details of the association, and while subservient 
to the charter or articles of association, they are equally important 
in accomplishing the practical objects for which the association was 
founded. A clause in the charter usually provides that “the said 
corporation shall have power to make all proper and needful by- 
laws not contrary to the Constitution and Laws of the State 
(granting the charter) or of the United States.” But these by-laws 
must not conflict with any part or portion of the charter, how- 
ever needful they may seem for the welfare and prosperity of the 
association. 

By some authorities the by-laws of a commercial association are 
looked upon as holding in their governing functions the domain of 
an ordinary constitution, or what, in some other bodies, would be 
termed their constitution. However, as every organization of this 
character existing as an incorporated body is protected in its con- 
stitutional rights and privileges by a charter, it seems more con- 
sistent to consider such charter a substitute for a constitution. 

Referring in general terms to the powers granted by charter to 
trade associations in the United States would come the following: 
the choosing of a corporate name; a specified term of existence or 
privilege of perpetual succession; right to make and use a common 
seal, and to alter the same at pleasure; to sue and to be sued; 
to plead and to be impleaded; to take and hold by gift, grant, 
purchase and devise, both real and personal property, and to dis- 
pose of the same; and to make such by-laws and rules as may 
be deemed wise and proper for the accomplishment of its objects. 
Many charters go much further than this in granting powers and 
privileges, such, for example, as the right to adjust by arbitration, 
controversies and disputes between members, and even between 
members and other persons; the power to establish just and equit- 
able principles in trade; to maintain uniformity in its rules, regu- 
lations and usages; to adopt standards of classification; to acquire, 
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preserve and disseminate useful information connected with markets 
and all commercial and maritime affairs, to decrease local risks 
attendant upon business, and to promote the trade and commerce 
of the city, State, and of its members especially. 


SELDEN R. HOPKINS. 
[TO BE CONTINUED.] 
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THE INDUSTRIAL WAR. 


[WE print the communication below, not because we adopt or endorse the 
views contained in it, but because it is a temperate statement of a doctrine 
in respect to the taxation and ownership of land, which is more or less agitated 
at the present time. Many of our readers may like to see by what sort of 
reasoning such a doctrine can be attempted to be sustained. We doubt 
very much whether mankind would be benefited by reducing it to practice, 
and feel altogether sure that any such economic change is not likely to be 
made.—EpD. BANKER’S MAGAZINE. ] 


Few comments on the labor troubles, depression of trade, weak 
markets, etc., contain so much wisdom and moderation as the above 
entitled article in the BANKER’S MAGAZINE for June. The situation 
is fairly stated, several of the causes calmly considered, and some 
of the oft-repeated remedies advanced by theorists are referred to. 
The article acquires additional merit in that it contains an earnest, 
honest inquiry for a remedy. 

The questions appearing upon the surface are: “Is the earth too 
small?” “Are there too many laborers?” “ Will free trade relieve 
us of our surplus products?” “Can we hope for anything from 
municipal reformation?” These questions are well worthy our atten- 
tion, as their determination will lead us to a safe solution of the 
great problems agitating the commercial world to-day. 

Considering our expansive territory, over large portions of which 
the traveler may express-train it for hours without seeing a vestige 
of civilization—square miles of fertile soil upon which God’s sun is. 
shining and His rain falling—we cannot avoid the conclusion that 
with but nineteen inhabitants to the square mile the over-popula- 
tion question has not yet reached us. Have we too many laborers? 
So long as the larger portion of our population are but half fed, 
half clothed and half housed, it would seem, in a land of so much 
fertility and with such vast natural resources, that labor would be 
in demand to supply our people with a full quota of life’s necessities 
and a few of life’s comforts, if none of its luxuries. Will free 
trade relieve us? Do not free trade countries develop the same 
symptoms of which we and other protective nations complain? 
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Are they not seeking a consumer in every portion of the civilized 
and uncivilized world, and worrying about their home market just 
as we are doing? No evidence is required to corroborate so plain 
a state of facts. Would economy in government raise the blockade 
and hurry forward our products to waiting markets? As _ shall 
appear later, the saving thus resulting would not affect our markets 
beneficially, and if it affected them at all it would be otherwise. 

What, then, will cure this “social misadjustment” that prevents 
the constant employment of every energy, thought and imagina- 
tion, of our railroads and telegraphs, our factories, and the millions 
of dollars that lie idle for long periods in bank vaults? 

Employment, in the first place, whether of capital or labor, is 
synonymous with production, if the employment be useful. The 
volume of production, and therefore of employment, must depend 
upon consumption. If, then, we can find any cause that directly 
or indirectly causes a decrease or increase of consumption, to that 
cause we must look for an explanation of our business depres- 
sions, our labor troubles, apparent over-production and over-popu- 
lation. 

A simple illustration will serve to show how consumption may 
be crippled in some channels and wholly destroyed in others. We 
will suppose that A is a tiller of the soil, that B is a shoemaker, 
that C is a furniture maker and that D makes jewelry. Under 
natural laws of trade each of these four will exchange his own 
products for the products of the other three, until all are supplied 
with the four classes of products. Now, should F step in and 
take any portion of these products, without giving something that 
he has produced in return therefor, the result would be that the 
four, assuming no change in the facilities of production, would 
have to work a greater number of hours per day to enjoy the 
same amount of these products that they had before the interfer- 
ence of F. Should F take half of A’s farm products, of B's 
shoes, of C’s furniture and of D’s jewelry, without giving them 
anything in return, they would be obliged to work double time to 
sustain the former rate of production and consumption. 

What is true of these four producers and their products would 
be just as true of ten thousand producers and ten thousand prod- 
ucts. Any process or system that takes from these producers 
any portion of their products without giving something that is the 
result of labor in return, must have a disastrous effect on our 
modern system of production and exchange. But D, the producer 
of jewelry, in our illustration, would be most affected, and so the 
producers of luxuries and the higher qualities of products under 
our modern system would feel the effect of F’s operations first. 
The farmer, and shoemaker and furniture maker, instead of over- 
working themselves to sustain the former rate of jewelry consump- 
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tion, would deny themselves this luxury, cease to exchange with 
D, and confine themselves to the more necessary articles. As a 
result D’s business would decrease, and a necessary waste and 
decrease in his plant and the number of his employes would 
follow. A great part of the capital engaged in the production of 
jewelry would thus be forced into the production of potatoes and 
wheat, shoes and furniture, and cause at once in these departments 
of industry an over-production. And by this annihilation of D, 
one consumer would be subtracted from and one producer added 
to the other three classes of products. That is, D would be forced 
to join A B & C, thus practically adding ¢wo laborers to the labor 
market. 

This paralyzation in the departments of industry which produce 
the higher order of articles for consumption, such as jewelry, silks 
and satins, fine tapestries and furniture, the higher grades of 
groceries, etc., etc., thereby forcing thousands upon thousands who 
should be amply employed in these departments into the ranks of 
those producing the necessities of life and the lower grade articles, 
would cause an over-supply in the labor market, and the question 
would at once suggest itself: “Have we too many laborers, and 
is the earth too small to accommodate all its inhabitants?” We 
have not too many laborers, nor is the earth too small. F has 
superinduced this unnatural commercial condition by forbidding the 
consumption, and therefore the production of many of those articles 
which everyone would enjoy and consume were his purchasing 
power sufficient to obtain them. 

But who is F? He is not a mountain brigand, that pounces 
down upon the toiling villager and forces him to give up part of 
his product without rendering a consideration; nor is he an ocean 
pirate, that surprises and carries off the ship and cargo while it 
is engaged making exchanges. A _ supposition that he is either 
would be justified by our statement that F takes without giving 
a consideration and the general belief that by no process, save by 
taxation, can anyone take the goods of another without rendering 
an equivalent, unless that process be brigandage, robbery or piracy. 
But F is none of these. He is operating legally under a system 
established hundreds of years ago—a system whose deathly breath 
is blighting even this fair land, and reducing its sons, slowly but 
surely, to the condition of the sons of overcrowded Europe. It is 
this system that is raising among us kings and princes of wealth 
and influence, and reducing to degradation and ignorance the great 
masses of the people. This it is that tells us that labor troubles 
are not temporary, but must continue until the system itself pro- 
duces that stratification of society so apparent in all Eastern 
countries. When the stratification of our society, now going on so 
rapidly, shall have hardened it into the lower, middle and upper 
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classes, poverty and ignorance the galling chains of the lower, 
luxury and power the ready weapons of the upper, with the middle 
helplessly sandwiched between; when this stratification is thoroughly 
accomplished, with its large standing army, its pampered guard, its 
prisons gaping wide to receive those that the law has rushed 
through with lightning-like rapidity, then, but not until then, may 
we look for a cessation of labor troubles, because these troubles 
are merely external phenomena of an unfinished process. 

To continue our illustration, we will suppose that A, B, C, D and 
F dwell upon an island in the middle of the ocean, the fee simple 
of which island is vested in F. Now it is plain that if F is seized 
of a fee simple to the island he has the power of dictating the 
terms upon which any one shall occupy any part of that island. 
That is, he can take as rent any portion of the products of these 
four producers and consumers, or oust them, which would be to 
drive them into the ocean. And we might say in passing that he 
could do no more were these four his slaves. Seeing that the law 
has given him this power, we may recall the effects of its exercise 
which we have explained. What is true of A, B, C, D and F on this 
island is just as true of ten thousand producers and consumers on 
any body of land, such as the United States, or of that larger island 
25,000 miles round and 8,ooo through, whose shores are washed by 
the seas of immeasurable space. We need go no further than this 
for an explanation of these troubles. Every community is made up 
of A’s, B’s, C’s, D’s and F’s, and no one is unacquainted with the 
term rent. It is rent that has reduced Ireland to a condition that 
has made her the object of charity for almost the civilized globe. 

“But you say F takes without giving an equivalent. Does he? 
Do they not get the use of the island for the rent they pay?” It 
must be admitted that the use of land is in law a valid consider- 
ation for any part and often all of a producer’s or consumers prod- 
ucts. But the law did not make the island, nor did F make it, 
and when we say that F takes without rendering a guzd pro quo, we 
say truthfully. F is seized in law of a privilege of taxing his fellow- 
men for his sole benefit, and the exercise of this privilege is not 
limited by law, nor is it subjected to competition, so that with 
increase of population or increase of production the share going to 
F may continually increase—even to such an extent that the pro- 
ducers and consumers of wealth—that is, the capitalist and laborer— 
are limited to the production, transportation and consumption of the 
barest necessities. 

Any one who has observed the rapid advance in real estate values 
on Manhattan Island on account of the rapid development of our 
country will see the aptness of our illustration. Land has no value 
without labor, and its value rises and falls with its power as an in- 
strument of taxation of taking a larger or smaller share of the prod- 
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ucts of labor. In a country like this, with such facilities for in- 
terchanging products, Manhattan Island can exact tribute from the 
workers of the whole nation, because the tax levied on the real 
inhabitants of the island are in part collected by the additional 
cost to consumers of all articles passing across it. The same is 
true of all cities that contain estates ranging in size from ten to 
ten thousand buildings. And the country, too, that is divided into 
tremendous estates of from 1,000 to 1,000,000 acres, becomes in this 
way a congregation of special privileges of taxation for the sole 
benefit of estate owners. A case near at home will illustrate this 
idea. The telegram announcing the death of the Hon. David Davis 
refers to his accumulations in this manner: 

“The estate of Senator Davis is accurately estimated at $1,250,000. 
His residence in Bloomington is worth $50,000. He has in McLean 
County, Ill., 7,500 acres of land worth $70 per acre; in DeWitt 
Co. 3,250 acres, worth $50 per acre; in Macon Co. 580 acres, and 
in three other Illinois counties 120 acres. He has a large amount 
of property in Canalport Avenue, Chicago, and 168 town lots in 
Bloomington, besides land in Iowa, Kansas and Texas.” Of one 
thing we are certain, and that is that Mr. Davis was not a farmer, 
but a jurist; yet, by these figures, he owned in Illinois alone 73 
farms of 160 acres each, and 168 lots in Bloomington. Now, had 
his ownership of land been confined to his Bloomington home, 
how much better off would the laborers on these 73 farms be, 
who, by their labor, and by the privilege the system gives to Mr. 
Davis of taxing them, have made some of the land worth, ¢o Mr. 
Davis, not to the laborers, $50 and some $70 per acre. Had the law 
prohibited the ownership of the 168 town lots in Bloomington, 
who can tell how many working men might in that town have 
owned their homes and been independent, intelligent and law- 
abiding citizens? Had the ownership of the Chicago property been 
confined to the actual users, how much would have been added 
to the purchasing power of those owners and users. Senator Davis 
is not the object of our attack, but the system which builds up 
so great an estate by burdening capital and labor throughout the 
country is. Land, it must be remembered, is not capital. It is 
a gift of nature, and for its enjoyment no one should be charged 
any more than he should be for the enjoyment of those other gifts 
of nature—water, light and air. But, by permitting land to be thus 
made an instrument of taxation, the purchasing power of our mases 
is being continually reduced, and with the reduction our merchants 
and manufacturers find it harder and harder to do business at a 
profit, if it be possible to do business at all. 

This monopoly of land, and the consequent reduction of the 
purchasing power of the majority of consumers, by which our home 
market is stifled, is to be referred to as the direct cause of the 
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weakness of foreign markets. All over the world, in every land, 
producers are yielding a large proportion of their products to the 
owners of large estates, and yielding in this way their power of 
trading with—that is, consuming—the products of other laborers. 
The owners of these large estates of the world, however, much 
they may consume and waste in reckless extravagance, are too few 
in number to keep employed any large body of laborers or any 
great amount of capital. Monopolization of land in the United 
States will explain why so slight a share of the forty billion dol- 
lars added to the National wealth in three decades went to labor, 
and why, also, of the $10 per capita increase in 1885 there was 
but $2.16 increase to the laborer. 

Governmental economy, that is, a reduction in taxes, has been 
Suggested as a remedy for bad markets. But as the evil is in the 
monopolization of land—farm land in the country and town and 
city lots in the centers of population—a decrease in taxes on these 
speculative holdings would encourage such speculation, and in this 
way enable the large estates to purchase more territory and exact 
still higher rents, which, as we have shown, is but the reduction 
of the purchasing power of the tenants. A complete change in our 
system, by which all personal property would be exempt and all 
unimproved land taxed as heavily as improved, would almost im- 
mediately set free our industries, and give employment to our idle 
laborers. The land, being .common property, can logically and 
legitimately be looked to as a fund out of which all common ex- 
penses shall be paid. With land bearing the whole burden of 
taxation, real estate speculation, that most dangerous and pernicious 
of all speculation, would be checked. Vacant lots, taxed equally 
with improved lots, could not be carried without heavy loss, build- 
ings would go up—as these would be exempt from taxation— 
tenants would be sought, competition would in this way be forced 
upon landlords, rents would fall, and with their fall wages and in- 
terest would certainly advance. 

The law of competition fixes rates of wages, statute law fixes 
rates of interest, but no law has yet fixed the rates of rent, limited 
land ownership, and stopped the depredations committed openly 
and constantly by F. When the law is invoked to do these things, 
interest, or the wages of capital will increase with the wages of 
labor, and increased rates of interest with increased rates of wages 
will stimulate consumption, reinvigorate production, give employment 
to all, and replace a condition of destructive industrial war with 
one of continuous productive industrial peace. 

JAMES P. KOHLER. 
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THE FCONOMIC CRISIS AND ITS CAUSES. 


THE ECONOMIC CRISIS AND ITS CAUSES. 


The economic crisis, which has already lasted ten years, is becoming 
yearly more and more acute. In every direction workshops are closing, 
blast furnaces are being put out, and factories and dockyards are dis- 
missing half their workmen. The latter, whose lot is often said to be 
improving, finding themselves without employment, clamor for either 
work or for pecuniary assistance. None, I think, will deny that the im- 
mediate cause of all this suffering is the excessive fall in prices. The 
price of —— produce, and more especially of manufactured stock, 
is, as Mr. Mulhall recently demonstrated in his Hzstory of Prices, now 
lower than in 1850. 

But what is the reason of this extraordinary fall in prices? Many 
economists and statisticians—among others, Mr. Mulhall, in England, 
and M. Paul Leroy Beaulieu, in France—attribute it to improved meth- 
ods of transport, to better machinery, to the telegraph, to different 
modes oi fabrication, and to fresh soil being laid open to cultivation. 
But, in the first place, it would be strange that all this progress, which 
brings with it an increase of riches, should result in universal distress 
and want; secondly, the fall in prices affects all produce, even when the 
supply has increased but slightly, or even not at all; and, thirdly, be- 
tween the years 1850 and 1870 this progress was far more marked than 
between 1870 and 1886; and yet, as Messrs. Soetbeer and Jevons and the 
Economist show, prices increased during the twenty years which suc- 
ceeded 1850 from 18 to 20 percent. Howcanthe same cause produce 
a precisely opposite effect after 1870 to that produced during the preced- 
ing period ? 

It is quite certain that the intense crisis from which the entire world, 
with the exception of India, is now suffering, is induced by several 
causes; but, amongst these, chiefly by one to which England has, I 
think, not sufficiently turned her attention, although the Edzndurzh and 
other reviews have published several excellent articles on the subject. 
This cause is the ever-growing scarcity of gold, and the monetary con- 
traction thence resulting: it was remarked long before the crisis broke 
out, not only by bimetallists, such as Wolowski, Seyd, and myself, but 
also by the monometallist Zconomzst, which, now that these predictions 
are realized, either forgets or denies them. 

In 1869 the Economest, reviewing the previous financial year, wrote as 
follows : 

“It may be safely affirmed that the present annual supply of thirty 
millions sterling of gold is no more than sufficient to meet the require- 
ments of the expanding commerce of the world, and prevent the press- 
ure of transactions and commodities on the precious metals, which 
‘means, in practice, prices and wages constantly tending towards decline. 
‘The real danger is that the present supply should fall off, and among the 
greatest and most salutary events that could now occur would be the dis- 
covery of rich gold deposits in three or four remote and neglected re- 
gions of the earth.” 

Unfortunately, instead of the discovery of new gold fields, there en- 
sued a falling off in the production of the old ones, and, at the same 
time, after the victory of Germany over France, and the payment of the 
war indemnity of £ 200,000,000, the latter country at once adopted the 
gold standard. In the financial review of 1872, published in March, 
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1873, the Economist predicted the inevitable consequences of this meas- 
ure in these terms: 

“ By the present bill the German Government is certainly paying Eng- 
land the compliment of adopting its single gold standard, but the cost 
of the measure to the London and other money markets cannot but be 
great. As the annual money supply of gold throughout the world is 
reckoned at little more than £20,000,000, and the usual demand for mis- 
cellaneous purposes is very large, it follows that, if the German Govern- 
ment perseveres in its policy, the strain upon existing stocks and curren- 
cies will be most severe. Unless the annual production of gold should 
suddenly increase, the money markets of the world are likely to be per- 
turbed by this bullion scarcity.” 

Could the facts now taking place have been foretold in language more 
precise? Thescarcity of gold was predicted also by Bagehot, who wrote 
thus in 1877: 

“ During the eighteen years which elapsed between 1858 and 1875, the 
importations of gold into England amounted to £ 331,179,000 sterling, 
the exportations to £251,413,000 sterling. The total absorption during 
that period was, therefore, £79,766,000 sterling, or about £4,432,000 a 
year, or, in other words, one-fifth of the total production. If Germany 
and America, and, let us say, the Latin Union, were to adopt the gold 
standard, the supply of this metal would scarcely suffice, and the money 
markets of the world would in all probability be seriously affected by 
this scarcity.”—Depreciation of Silver, pp. 79, 80. 

Since these lines were written, not only has the production of gold 
fallen to £18,000,000 per annum, but also, as all civilized countries, in- 
cluding even South America and Japan, are closing their mints to the 
coining of silver, they are, in point of fact, establishing a single gold 
standard. 

The following are a few quotations which also prove how clearly the 
disadvantages of monetary contraction were foreseen: 

“ The United States might take the single gold standard like ourselves, 
and this is what, till very lately, every English economist would have ad- 
vised them todo. The evils of this plan had not then been seen.”— 
Economist, Sept. 2, 1876. 

In a speech pronounced at Glasgow in November, 1873, Disraeli thus 
expressed himself: 

“ IT attribute the monetary disturbance that has occurred, and is now 
to a certain degree acting very injuriously to trade—lI attribute it to the 
great changes which the Governments in Europe are making in reference 
to their standard of value; our gold standard is not the cause of our 
commercial prosperity, but the consequence of our commercial pros- 
perity. It is quite evident we must prepare ourselves for great convul- 
sions in the money market, not occasioned by speculation or any old 
cause which has been alleged, but bya new cause with which we are not 
sufficiently acquainted.” 

On March 29, 1879, Lord Beaconsfield spoke thus: 

“ All this time the produce of the gold mines of Australia and Cali- 
fornia has been regularly diminishing, and the consequence is, that while 
these great alterations of currency in favor of a gold currency have been 
made, notwithstanding an increase of population, which alone requires 
always a considerable increase of gold currency to carry on its transac- 
tions, the amount every year diminished, until a state of affairs has been 
brought about by gold production exactly the reverse of that which it 
produced at first. Gold is every dav appreciating in value, and as it ap- 
preciates in value, the lower become the prices. It is not impossible 
that, as affairs develop, the country may require that some formal in- 
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vestigation should be made of the causes which are affecting the value 
of the precious metals, and the effect which the changes in the value of 
the precious metals has upon the industry of the country and upon the 
continual fall of prices.” 

The first point to be examined is this: Can the scarcity of gold be the 
cause of a general fallin prices? On this subject Mr. Mulhall expresses 
a very extraordinary opinion, wholly opposed to facts. “The best au- 
thorities,” says he, “except Jevons, maintain that the supply of the pre- 
cious metals has no perceptible effect on prices, a fact which the last 
thirty ma fully confirm” (History of Prices, p. 11). He should not ex- 
cept Jevons only, but all English and European economists who ac- 
knowledge that prices are dependent on the ratio existing between the 
exchanges to be accomplished and the existing amount of metallic or 
other means of exchange. I think the question is nowhere more clearly 
explained than in Mill’s Prznczples of Political Economy, book iii., chap. 
viii., § 3, where we read: “ The value of money depends, ceterzs parzbus, 
on its quantity, together with the rapidity of circulation;” and again, 
farther on: “ An increase of the quantity of money raises prices, and a 
diminution lowers them. This is the most elementary proposition in 
the theory of currency, and without it we should have no key to any 
of the others” (People’s edition, p. 301). Mill, after this, devotes a para- 
graph to the explanation of the limits of this principle. 

This theory has been most violently attacked in Germany, where it is 
known as the Quantitadts Theorte. Even some bimetallists, and among 
others M. Otto Arendt, have joined in the attack. It seems to me that, 
if due weight be given to the words “ ceterzs parzbus,” which Mill says 
should be added to every economic proposition, it will be found at once 
that his theory cannot be assailed. The “ceterzs farzbus” condition no 
longer exists—first, if means of credit be more largely employed, and, 
secondly, if the volume of the exchanges to be accomplished varies. 
For instance, after the discovery of America, between the years 1493 and 
1544, the production of gold and silver rose, according to Soetbeer to 
£1,500,000 per annum—~. ¢., ten or twelve times the previous production 
—and yet prices rose very slightly, owing to a concourse of circum- 
stances having increased the demand for cash: first, the substitution of 
payments in money for payments in kind ; secondly, the maintenance of 
permanent armies, lengthy wars, and centralization; and, thirdly, the 
development of trade and commerce. The same phenomenon was ob- 
servable after 1850. Between 1841 and 1850 the annual production of 
the two metals amounted, according to Soetbeer, to 293,252,000 marks 
or shillings (£14,667,600). In the five following years, from 1851 to 1855, 
it rose to £35,528,400; from 1856 to 1860, to £36,880,950; from 1861 to 
1865, to £38,821,750; and from 1866 to 1870, to £41,533,850. Thus, the 
production nearly doubled in twenty years, whereas prices only rose 
about 15 or 20 percent. Why? Because the placers of Australia and 
California gave such an impetus to international commerce in general, 
and to such enterprises as railroads in particular, that, in spite of credit 
being more extensively used, ample employment was found for the newly 
discovered gold. 

Apart from the rise or fall in prices resulting from the increase or de- 
crease in means of exchange, all goods are subject to changes in value 
under the influence of the law of demand and supply. For example, al- 
though the purchasing power of cash has fallen to less than one-fourth 
of what it was in the middle ages, or, in other words, although prices 
are now four times what they then were, the price of cloth and of linen 
has not increased, because, thanks to the invention of machinery, the 
cost of production of these articles has considerably diminished. 
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These are some examples of the restrictions which the theory of the 
value of money depending on its quantity necessitates, and they should 
be very carefully borne in mind. Nevertheless, when one sees a varia- 
tion in the production of means of exchange, accompanied by a general 
variation in prices, it is difficult not to connect these two phenomena. 
For instance, I believe that no economist has ever contested that the 
general rise in prices which took place between 1530 and 1800, and that 
which followed the afflux of Australian and Californian gold after 1850, 
were due to an increase of monetary circulation. M. Paul Leroy Beau- 
lieu goes so far as to affirm that, had it not been for the extraordinary 
production of gold after 1850 France would have been bankrupt (Sc7- 
ences des Finances, vol. i, chap. ii., p. 323). -If it be true that the in- 
creased production of gold after 1850 led to a rise in prices, how is it 
that just the reverse—that is to say, a diminution in the production of 
gold, aggravated by the proscription of silver—does not induce a fall in 
prices now? 

Mr. Mulhall and Mr. Atkinson deny the possibility of an “ apprecia- 
tion ” of gold, because since 1850 the quantity of gold in circulation has 
doubled, whereas the population has only increased 40 per cent. But 
such general statistics as these throw no light whatever on the problem. 
The important point is the situation created in Europe by the decision; 
of the different Governments as regards money after 1873—that is to 
say at the commencement of the present crisis. As Mr. Grenfell stated, 
in a speech delivered at Manchester on the 16th of February last, Ger- 
many coined 85 millions sterling and the United States 120 millions, 
while the resumption of metallic payments in Italy absorbed 16 millions. 
Here we have a total of 220 millions—an amount equal to the whole 
production of gold for the last ten years. Gold, like water, if spread 
over a larger expanse of territory, lowers in level at its original basin. 

Messrs. Mulhall and Atkinson do not take sufficiently into considera- 
tion the amount of guld consumed in jewelry and art. They seem to ig- 
nore the valuable researches recently made on this subject by M. Soet- 
beer, and published under the title of Matertalien zur Wahrungsfrage” 
(Berlin, October, 1885). This volume ought to be translated into Eng- 
lish, and certainly should form a basis for all discussions on the mone- 
tary question. According to these researches, jewelry and the arts, after 
due allowance has been made for the re-employment of old gold, absorb 
yearly 90,000 kilograms of pure gold, or about £12,000,000. As Mr. 
Moreton Frewen remarks, this great mass of gold, far from relieving and 
expanding the currency, must have caused still further appreciation of 
gold, because more gold would be required in the currencies to measure 
and effect the exchange of this volume of the metal sucked into com- 
modities. Cliffe Leslie also demonstrated this point most clearly. 

As regards the use of the precious metals in art, there is one very im- 
portant phenomenon which has not yet attracted notice, and which 

roves to how great an extent money differs from other merchandise. 

n the case of all other goods, when production diminishes and con- 
sumption augments, a rise in prices prevents a too great increase of de- 
mand. For money metals this is not the case, because trade can always 
obtain the metal from the monetary stock at the fixed mint value by 
melting coin. The very last kilogram of gold in France may be pro- 
cured by any jeweler for 3,100 francs, and everywhere else in the same 
way. Messrs. Mulhall and Atkinson, on the contrary, consider the mass 
of gold to be met with under the form of jewels and gildings, &c., as 
playing the same part as money. And this is a great mistake. 

It can no longer be concealed that the gold budget presents a really 
alarming aspect. We have just seen that, according to M. Soetbeer's 
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calculations, £12,000,000 are annually absorbed by the arts. The em- 
ployment of gold for jewels, &c., is everywhere on the increase, and 
especially in the United States, where, according to the statistics of Mr. 
Burchard, Director of the Mint, 14,459,464 dollars in gold were absorbed 
during the year 1885. The amount of gold imported into India is also 
notably on the increase. Between the years 1881 and 1884 the excess 
of imports over exports of gold was £18,913,370 sterling—a yearly aver- 
age of £4,728,342. If losses and wear and tear are taken into considera- 
tion, there remains only ome mzllion sterling to cover the monetary re- 

uirements of the entire world, with all its growing population and trade. 
Should not this single fact suffice to open the eyes of English states- 
men, if they could, for a single instant, turn their attention in this di- 
rection P 

The quantity of gold available for currency being insufficient, now 
that silver is proscribed, it is quite certain that we are approaching a 
universal régzme of paper money. In England it is already proposed to 
make a first step in this direction by the introduction of one-pound 
notes, which would have the effect of banishing from the circulation a 
quantity of metal equal to the value of the notes emitted. 

If all who deny the scarcity of gold would but take the trouble to 
closely study this question, they would very quickly convince them- 
selves of the reality of the phenomenon. It is only necessary to cast a 
glance at the amount of money coined in the principal countries of Eu- 
rope. Formerly soimportant, it has now almost wholly ceased. In Eng- 
land, £4,000,000 sterling used to be coined yearly. Here is a list of the 
coinage there since 1878: 1879, £35,050; 1880, £4,150,052; 1881, £0; 
1882, fo; 1883, £1,403,713; 1884, £2,324,025—during six years an average 
of £1,318,805, inclusive of the recoinage of sovereigns under weight, 
which, of course, adds nothing to the monetary stock. France, between 
the years 1850 and 1870, annually coined an average of about 300 mil- 
lion francs. Here are some more recent figures : 1879, 24 million francs; 
1880, none; 1881, 2 millions; 1882, 3 millions; 1883, none; 1884, none 
—an average of less than 5 millions. It should be observed that the 5 
millions coined in 1881 and 1883 were 100-franc pieces for the gaming 
tables at Monaco. Belgium coined as follows: In 1879,0; 1880, 0; 
1881, 0; 1882, 10 million francs (German gold remelted); 1883, 0; 1884, 
o. The Netherlands: In 1879, 5,810,360 florins; 1880, 501,000; 1881, 
0; 1882, 0; 1883, 0; 1884, 0. Italy: 1879, 2,929,320 francs; 1880, 2,590,- 
660; 1881, 16,860,560; 1882, 139,523,040; 1883, 4,069,500; 1884, 322,100. 
Austria, since the adoption of paper money, has coined about five mil- 
lions worth of florins in gold yearly (the florin is worth two shillings), 
a great portion of which gold is from her mines in Transylvania. Rus- 
sia alone, of all the European States, continues to coin extensively, but 
the Russian imperials make their way to Germany, where they are trans- 
formed into marks and exported, thus disappearing from European cir- 
culation. Russia coined as follows: In 1879, 36,125,040 roubles; 1880, 
31,300,056; 1881, 27,144,051; 1882, 22,735,045; 1883, 30,407,056; 1884, 
23,126,038. Germany: 1879, 46,387,060 marks (the mark worth a shil- 
ling) ; 1880, 27,992,240; 1881, 15,521,220; 1882, 13,307,080; 1883, 88,287,- 
470; 1884, 57,661,740. Until the year 1879, Germany annually acquired 
and retained additional gold ; since that date she has lost every year. 
Her excess of gold exportations (Soetbeer’s table) was for 1880, 8,883,000 
marks; 1881, 31,567,000; 1882, 10,585,000; 1883, 21,278,000; and 1884, 
14,659,000. 

But in England this change is far more en than in any other 
country. According to Bagehot’s table, to which I have already re- 
ferred, between 1858 and 1878 England annually absorbed /£ 4,438,000 
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of gold. Since 1878 exactly the contrary phenomenon is observable, as 
the following statistics clearly prove. Excess of gold exports (—) or 
imports (+): 1877, —£4,919,401 ; 1878, + £5,902,903; 1879, —£4,210,143; 
1880, —£2,373,961; 1881, —£5,335,831; 1882, +£2,352,755; 1883, + 
£664,435 ; 1884, —£1,268,431. Thus, between 1877 and 1884, instead of 
absorbing, as previously, £4,000,000 per annum, we see that she lost 
£7,940,408. Add to this the £2,000,000 yearly consumed by the arts, 
and we find that the monetary stock in England has diminished since 
1877 to the extent of £24,000,000. As Mr. Fremantle, the Director of 
the Mint, estimates that the amount of gold coin in England is about 
£,120,829,000, it is evident that about one quarter of the stock has al- 
ready disappeared. 

There is one important and recent phenomenon which merits special 
attention. It is this—the principal gold-producing countries, America 
and Australia, are rapidly developing as regards population, riches, and 
industrial and commercial activity, and they consequently retain forthem- 
selves an ever-increasing share of the gold extracted from their mines, 
and also absorb a portion of the European circulation. Whereas in the 
Old World the coinage of gold is reduced almost to a minimun, it is 
increasing rapidly in Australia, and in the United States still more so. 
In England between 1879 and 1884 the gold coined amounted to /7,- 
922,830; in Australia, during the same period, the coinage of gold was 
£24,112,000, and in the same length of time the United States coined 
381,955,000 gold dollars. The mines of the United States produced 
231,000,000 dollars during these seven years; the coinage of the coun- 
try, therefore, exceeded the production by 150,000,000, dollars, and this 
excess was of course supplied by gold from the outside world. 

—Emile de Laveleye in the Contemporary Review. 
[TO BE CONTINUED.] 


















































ADVANCING MONEY ON UNIDENTIFIABLE GOODS. 
The Consolidation National Bank vy. Heermance, Dickinson & Co. 


A case has recently been decided in New York of considerable interest 
to bankers. It arose ona state of facts which appears from the judg- 
ment record on file in the County Clerk’s office in New York City, to be 
substantially as follows: 

Brooks, Miller & Co. were a firm doing business in Philadelphia. 
They were the factors and consignees of several manufacturing firms 
and companies in Pennsylvania, and they made advances to such con- 
signors on goods which were consigned. The merchandise was sent to 
New York, and stored with Heermance, Dickinson & Co., who issued to 
Brooks, Miller & Co. negotiable warehouse receipts for the same, each 
receipt stating that it was issued for a certain number of cases, giving 
no distinguishing mark or specific number by which any particular case 
might be identified. Brooks, Miller & Co. borrowed money on these 
warehouse receipts, and at the time this action was begun the Consoli- 
dated National Bank held certain of such receipts as security for loans; 
and the Western National Bank held others of such receipts in the same 
way; and Isaac Jeanes & Co. were also the holders of certain of such 
receipts for money loaned by them to Brooks, Miller & Co. 

Brooks, Miller & Co. failed, and in the Autumn of 1884, made an 
assignment for the benefit of creditors to Harlan. It seems that a secret 
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arrangement was made between Brooks, Miller & Co. and the ware- 
housemen by which the goods that were in store at the time the ware- 
house receipts were respectively issued were taken out and sold by 
Brooks, Miller & Co., but as fast as such goods were taken out other 
cases of merchandise were substituted for them, so that at the time this. 
action was brought there were enough cases of goods in the warehouse. 
to respond to all the warehouse receipts that had been issued, and that 
were in the hands of the pledgees; and the substituted goods were, by 
an arrangement between Brooks, Miller & Co. and the warehousemen, 
to be held as security for the original receipts. 

The Philadelphia National Bank and the Millville National Bank 
were unsecured creditors of Brooks, Miller & Co., having discounted the 
acceptances of Brooks, Miller & Co. of drafts drawn by certain of the 
consignors. These unsecured banks began separate suits in New York 
on the paper, against Brooks, Miller & Co., and the drawers of the 

per, namely, the consignors of that firm; and such unsecured cred- 
itors caused attachments to be issued on the ground of the non-resi- 
dency of Brooks, Miller & Co., and of such consignors. Under these 
attachments the Sheriff of New York levied on the merchandise in the 
storehouse of Heermance, Dickinson & Co., for which merchandise the 
warehouse receipts had been issued. 

If the attachments were maintained the result would be to take the 
merchandise which was intended as security to the holders of the ware- 
house receipts, to pay the unsecured banks the amount of their claims 

inst Brooks, Miller & Co. and the consignors. 

The holders of the warehouse receipts demanded from the warehoyse- 
men a separation and setting apart of enough cases of merchandise to 
answer to their respective receipts. This demand was refused by the 
warehousemen on the ground that the outstanding attachments prevent- 
ed their complying with it. Thereupon the Consolidation Bank brought 
a suit in the New York Supreme Court in the nature of an interpleader, 
and for a determination of the rights of the respective parties: and in 
this suit the warehousemen, the holders of the warehouse certificates, 
the attaching banks, the consignors, Brooks, Miller & Co., Harlan, the 
assignee, and various claimants of specific cases of merchandise, and the 
Sheriff of the City of New York were all made parties. The real contest 
was between the holders of the warehouse receipts, the attaching banks 
and Harlan, the assignee. 

The holders of the warehouse receipts claimed a right as pledgees 
against all of the other defendants.- The assignee claimed by virtue of 
his assignment. The attaching creditors, the Philadelphia National 
Bank and the Millville National Bank, claimed that by reason of the 
want of identifying marks and numbers, and the changes which had 
taken place in the goods in store, the holders of the warehouse receipts 
had no rights in the goods, and they also claimed that the assignment 
of Brooks, Miller & Co. to Harlan was inoperative because it did not 
conform to the requirements of the Statute of the State of New York 
with reference to insolvent assignments. 

The cause was referred to Mr. Hamilton Cole, a Referee of the Su- 
preme Court, who, in deciding upon the rights of the parties, has held 

as follows: 

1st. That the legal title to the merchandise was not in Brooks, Miller 
& Co., but that whatever title they had, passed under the assignment to 
Harlan, the Assignee. 

2d. That the attachments of the Philadelphia National Bank and the 
Millville National Bank were ineffectual to create a lien, as they could 
only act upon a legal title of the defendants in the attachment. 
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3d. That the assignee of Brooks, Miller & Co., not being a purchaser, 
but merely standing in the shoes of that firm, was estopped, as the firm 
itself would have been, from setting up any informality in the receipts, 
and from setting up that any change could be made in the goods which 
would affect the rights of the pledgees. 

4th. That the holders of the warehouse receipts were tenants in com- 
mon with the assignee, of all the merchandise that had been deposited 
in the warehouse by Brooks, Miller & Co.; and inasmuch as the mer- 
chandise had been sold by a Receiver of the Court, the fund arising 
therefrom should be distributed among the holders of such receipts in 
the proportions their several holdings bore to the whole fund, and the 
balance was awarded to Harlan, assignee. 

The Philadelphia National Bank and the Millville National Bank 
were condemned to pay costs and extra costs of the litigation, and a 
judgment in accordance with the decision of the Referee has been 
entered in the Supreme Court. 

The cause was argued by Mr. Stickney for the Consolidation National 
Bank, Mr. Edward Patterson for the Western National Bank, and Isaac 
Jeanes & Co.; Mr. John L. Cadwalader and Mr. IJ. L. Hall for the Phila- 
deiphia National Bank and the Millville National Bank; Mr. W. A. 
Butler for Heermance, Dickinson & Co.; M. J. Dosher for Mr. Har- 
lan, the assignee; Mr. Brewster for Lees & Co.; and Mr. Murray for 
Shipley & Co. 

There has been a similar litigation in Pennsylvania, between the 
Western National Bank of Philadelphia and the assignee of Brooks, 
Miller & Co., growing out of the failure of that firm. Brooks, Miller & 
Co. having on deposit with Fitzpatrick and Pemberton, warehousemen 
in Philadelphia, certain cases of merchandise, pledged with the Western 
National Bank, as collateral for a loan, the warehouse receipts issued for 
forty of those cases of merchandise. Brooks, Miller & Co., by arrangement 
with the warehousemen from time to time, made substitutions of mer- 
chandise so that at the date of their assignment for the benefit of their 
creditors, there were on deposit in the warehouse seventeen of the cases 
of merchandise which had been on deposit at the date of the issue of the 
warehouse receipts, and a large number of other cases, including twenty- 
three cases which had been deposited in lieu of a like number of the 
original cases. The Bank claimed those seventeen cases and also those 
twenty-three cases so substituted, and the warehousemen, having been 
notified of that claim, declined to surrender the cases to the assignee. 
Whereupon the assignee brought an action of replevin in the Court of 
Common Pleas No. 2, in Philadelphia, against the warehousemen, and 
the Bank having intervened as claimant, a case setting forth the facts as 
above was stated for the opinion of the Court. After argument, the 
Court of Common Pleas No. 2 entered judgment in favor of the Bank, 
and upon a writ of error that judgment was affirmed in the Supreme 
Court by a fer curiam judgment, the ee of decision being that the 
transfer of the warehouse receipts by Brooks, Miller & Co. to the West- 
ern National Bank was a transfer of all the right which that firm had to 
forty of the cases of merchandise then in store and that, as between the 
parties to the transaction, those warehouse receipts must be held to 
apply to and to cover those cases which Brooks, Miller & Co. substituted 
for the cases removed, and that the assignee for the benefit of the cred- 
itors of Brooks, Miller & Co, not being a purchaser for value, and being 
only the representative of that firm, could not assert any greater right as 
against the bank than that firm could. The cause was argued by Mr. 
W.C. Hannis for Mr. Harlan; and by Mr. C. Stuart Patterson for the 


Western National Bank. 
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POWER OF NATIONAL BANKS TO BORROW MONEY. 


UNITED STATES CIRCUIT COURT, FOURTH CIRCUIT (MARYLAND 
DISTRICT). 


Peters, Receiver of Exchange National Bank of Norfolk (Va.) v. 
Alexander Brown & Sons, bankers. 


The defendants, who had been long previously in the habit of loaning 
money to the Exchange Bank upon collateral securities, did, on the 3d 
of October, 1883, discount two notes, signed by the presidént in behalf 
of the bank, of $100,000 each, taking collaterals. In the accompanying 
contract it was stipulated that these collaterals should remain in the 
hands of the defendants as security for those notes, or renewals of them 
in whole or in part, and for any other future indebtedness to them from 
the bank. At the time of the failure of the bank in 1885, the indebted- 
ness on the above two notes had been reduced to about $100,000, but 
the defendants alleged the existence of an additional indebtedness of 
$23,160, growing out of sums deposited in the bank by their order, and 
under instructions to the bank to have the said sums passed to their 
credit. 

It was contended by the counsel for Peters, the receiver of the bank, 
that National banks had no legal right to give notes, or to turn out their 
assets as collateral security for notes or other indebtedness. Also, that 
if a National bank did possess these powers, they could not be exercised 
by its president without being thereto authorized by a vote of the di- 
rectors, which was not shown in this case. It was therefore insisted in 
behalf of the receiver, that even if Alexander Brown & Sons could show 
any valid claim against the bank, they could only rank as general cred- 
itors, and obtain such rate of dividend as the other general creditors. 

The opinion of the court, consisting of Circuit Judge Bond and Dis- 
trict Judge Morris, was as follows: 

We are of opinion that the bank had power under its charter to bor- 
row money and pledge its assets as collateral to secure repayment 
thereof, and we find that in this case any want of specially delegated 
authority by the board of directors to the officers of the bank is sup- 
plied by the acquiescence on their part to be presumed from the undis- 
puted facts with regard to the management of the bank, and from the 
long-continued course of dealing between the bank and the respondents 
in respect to borrowing money for the use of the bank upon pledge to 
them of its securities as collateral. 

With regard to the money in the bank at the time of its failure, aris- 
ing from the sales of guano pledged by the Hogdon-Spencer Company 
to respondents to secure a letter of credit issued by respondents in 
favor of the Hogdon-Spencer Company, we find that the Hogdon- 
Spencer Company paid this money to the hank to release the several 
deliveries of guano, for which the bank, by its officers, issued orders in 
favor of the Hogdon-Spencer Company to the warehouse company in 
which the guano was stored. We find that the money was received by 
the bank under authority from the respondents, and under instruc- 
tions to place it to respondents’ credit and advise them. We find 
that the bank neither put it to respondeftts’ credit nor advised them, 
but kept it, and that at the date of the bank’s failure this money consti- 
tuted a debt due by the bank to respondents, to secure which respond- 
ents have a right to hold the property of the bank in their hands, both 
under the agreement pledging the collaterals and under their general 
bankers’ lien. We will sign a decree dismissing the bill of complaint. 
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PAYMENT BY BANK. 
NEW YORK COURT OF APPEALS. 


Viets v. Union National Bank. 

BANKS—PAYMENT TO COMMITTEE OF LUNATIC.—lDayment by a bank of the 
deposit of a person who has been declared a lunatic, to the duly appointed com- 
mittee of the lunatic’s estate, is a good payment and protects the bank. ‘The bank 
is not required to examine or determine the equities of other parties to the fund, of 
which it has no knowledge; but it has the right to assume that the committee ap- 
pointed by the court is authorized to receive the money. 

STATUTE OF LIMITATION—CHECK—PRESENTMENT IS A DEMAND.—T he presen- 
tation of a check to a bank by one authorized to receive the money thereon is 
equivalent to a demand of payment of the amount of the check, and when payment 
is refused, the statute of limitations begins to run against the drawer on the amount 
called for by the check from the time of such demand and refusal. 

MILLER, J. The controversy in this action arises in reference to 
certain moneys belonging to one John Banker, deceased, which were 
deposited with the defendant to the credit of the plaintiff. Previous to 
this time Banker was the owner of a bond and mortgage of about $6,000 
on a farm formerly belonging to him, upon the sale of which the mort- 
gage was executed. This mortgage he sold and received a check for the 
amount of the sale. On the igth of February, 1869, the plaintiff, at 
Banker’s request, took this check to the bank and had it cashed, and 
from the pe paid an overdue note, upon which Banker was 
indorser, of about $600, gave Banker when he returned about $200, and 
on the same day deposited the balance, $4,867.83, with defendant in his 
own name. He then, by direction of Banker, and on the same day, drew 
two checks payable to Banker, one for $3,500 and the other for $1,367, 
and delivered them to him. On the twenty-second of February these 
two checks were indorsed by Banker and delivered to one Eller. M. 
Houghtaling as part consideration for her promise of marriage with said 
Banker. On the twenty-third of February proceedings were instituted 
by David A. Banker, son of John Banker, in the nature of a writ de 
lunatico inguirendo, to inquire as to the lunacy of said John Banker, and 
a commission issued directing an inquisition to be held; and by virtue of 
said inquisition held March tenth, it was adjudged that Banker was of 
unsound mind and incapable of governing himself or managing his 
property, and had been in such state of lunacy for a period of six 
months. Pending the proceedings an order was made by the court 
enjoining the bank from paying over to any one the money deposited 
with it until further order of the court. On the thirty-first of March an 
order was made confirming the inquisition, and directing the bank to 

y over the money deposited to David A. Banker, as committee of John 

anker, and on the fourteenth of April the defendant, on receiving an 
indemnity bond, paid over to the committee accordingly. On the 6th 
of March, 1869, the check for $3,500 was presented to the bank for pay- 
ment, and payment refused ; and on the 28th of August, 1871, the check 
for $1,367 was likewise presented for payment and payment refused. On 
the 8th of March, 1869, John Banker was married to Ellen M. Hough- 
taling. 

After the above-named two checks were presented to the bank for 
payment and payment refused, Mrs. Banker recovered a judgment 
against the plaintiff for the amount of the same. Banker died on the 
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14th of September, 1869, and after his decease an action was brought 
in the supreme court by his committee to set aside his marriage, on the 
ground of his alleged lunacy. On the trial of the action, February 
twenty-fourth, it was found that at the time of his marriage, March 8th, 
1869, Banker was not of unsound mind; that after his marriage he had 
lucid intervals and in such lucid intervals recognized such marriage by 
cohabitation and otherwise, and that at the time of his death he was not 
= — mind, and judgment was entered in accordance with these 
ndings. 

The plaintiff’s right to recover in this action does not rest upon the 
ground that he was the owner of the money deposited in the bank or 
had any absolute title tothe same. It clearly did not belong to him, 
and if this action can be maintained, it must be for the reasun that the 
deposit in his name with the consent of Banker and the making and 
delivery of the checks under the circumstances stated, conferred upon 
him the right to enforce payment thereof against the bank. As the 
money in the bank belonged to John Banker and the deposit was made 
by his direction, it mattered not that the deposit was made to the 
plaintiff's individual account, and in an action brought by the principal, 
the bank could not set upa want of privity. Van Alen v. American 
Nat. Bank, 52 N. Y. 1. We must, therefore, assume that the money 
deposited by the plaintiff was the property of John Banker while it 
remained in the possession of the defendant. 

Such being the case, the question arises whether the payment which 
was made by the bank to the committee who had been appointed by the 
supreme court, in the proceedings against Banker as a lunatic, was a 
legal payment which discharged the bank from liability and bars the 
plaintiff's right to maintain any action for the same. The law makes 
provision for the appointment of a committee of the personal estate of a 
lunatic and vests in such committee the right to possession of the estate, 
and after an adjudication of lunacy has been made and confirmed bv the 
court, and a committee of his estate duly appointed and qualified, such 
committee occupies the same position and fills the same place as the 
lunatic in regard to his personal estate and property. He has the same 
control and possession thereof, and in all ordinary matters the right to 
deal therewith as the lunatic enjoyed before he was found to be of 
unsound mind. The committee is the representative of the lunatic in 
respect to all matters connected with his estate. 

When, therefore, on the toth of March, 1869, in proceedings had 
against John Banker, the regularity of which is not disputed, a judg- 
ment of lunacy was obtained against him and thereupon subsequently a 
committee to take charge of his personal estate, he—Banker—became 
divested of all right control to his property in accordance with the find- 
ings under the inquisition had. That inquisition determined not only 
that he was a lunatic on said tenth day of March, but that he had been 
such for a space of six months previous. A short time after that the 
committee, who had been duly appointed and qualified, applied to the 
defendant, as the representative of Banker—to whom alone the money 
deposited by the plaintiff belonged—and exhibiting his authority, de- 
manded payment of the money, and it was paid to him. Banker, who 
was the owner of the money, had no right to receive it, because he had 
been declared a lunatic, and the committee was the only person whom 
the law recognized as having authority for such a purpose. 

Even if it be assumed that there was an equitable right in Mrs. Banker 
to the money arising out of the anti-nuptial contract with her husband, 
such equity cannot be invoked as against the bank that had no notice of 
the same, and in good faith paid the money to the legal representative 
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of the owner thereof. The bank is entitled to protection for the reason 
that it paid the money to one whoapparently had the right to receive it. 
If any equitable claim existed in favor of any third party it could only be 
prosecuted and enforced in an action against the committee who had 
received the money, and not against the bank in contravention and 
repudiation of its right to pay, which it had exercised in good faith to 
one ostensibly vested with lawful authority to receive the same. With 
this apparent lawful authority presented by the committee to the bank it 
was not required to examine and determine the equities of other parties 
of which it had no knowledge, to the fund, and it had a right to assume 
that the committee appointed by the court had full power to act. 

It must be conceded that if the adjudication of lunacy was in force at 
the time the payment was made it was a valid and legal payment and an 
effectual bar to any claim by the plaintiff or any other person to recover 
the money of the defendant. Such adjudication, however, is assailed by 
the respondent’s counsel, and it is insisted that the question of lunacy 1s 
out of the case, because it was shown that the presumption of lunacy, 
arising from the inquisition in the lunacy proceedings against John 
Banker, had been overcome and wiped out by the subsequent judgment 
in the equity suit brought by David A. Banker, the committee against 
Ellen M. Banker, to declare the marriage contract null and void whereby 
it was adjudged that at the time of his marriage on the 8th of March, 
1869, John Banker was not a person of unsound mind, and, therefore, he 
must be regarded for the purposes of this appeal as a person of sound 
mind fully capable of managing his affairs and disposing of his property 
at the various times during which the transactions out of which this 
controversy arose transpired. We do not think that such was the effect 
of the judgment in the action referred to, and all that was established 
thereby was the sanity and ability of Banker to enter into the marriage 
contract on the eighth of March, two days before the inquisition was held 
adjudging him a lunatic. 

The other findings in the case, as we have seen, evince that Banker 
was of unsound mind after the eighth of March, and at the time of his 
death. None of them are in conflict with the general finding of the 
inquisition that he was of unsound mind for six months prior to the 
time it was held. The only fact that was established by the verdict 
and judgment in the action to set aside his marriage was the sanity of 
Banker at the time he entered into the marriage contract, and this is 
entirely consistent with the finding of the inquisition that he was a 
lunatic two days afterward and with the fact that he was such on the 
twenty-second of February when the alleged transfer of the checks was 
made to Mrs. Banker. 

It cannot, we think, be denied in view of all the circumstances, that 
the judgment in the action referred to only covered the day of Banker's 
marriage to which alone it had reference. This is entirely apparent 
from the previous inquisition which had adjudged that he was a person 
of unsound mind and a lunatic long prior to his marriage. e was 
found to have been a lunatic for several months prior to that time by 
the first adjudication and by the second that he was sane at the time of 
his marriage and had lucid intervals, but was of unsound mind at the 
time of his death. Taking all these facts in connection, there is no 
ground for claiming that Banker was not of unsound mind for a long 
period anterior to his marriage and after the same with lucid intervals 
to the day of his death. Such being the case the last adjudication 
could not affect the conclusion arrived at upon the inquisition and the 
appointment of the committee by reason thereof. To all intents and 
purposes during these transactions, with the single exception of the day 
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of his marriage, Banker was a person of unsound mind, incapable of 
managing his affairs, and his acts during the transactions referred to 
were invalid and liable to be set ‘aside on account of his lunacy. 
Whatever rights therefore existed in favor of Mrs. Banker or the 
plaintiff could only be vindicated by an action to obtain the money from 
the committee to whom it had been lawfully paid. Neither ot these 
parties could ignore the effect of the findings, upon the inquisition 
against Banker by an action against the defendant. Their remedy, if 
any existed, lay in a different direction, as we have seen, and it can not 
be obtained in this present action. 

It follows that the order appointing the committee upon the findings 
of the inquisition. having been made by a tribunal that had jurisdiction 
of the person and property of the said John Banker, was binding upon 
Banker and his privies and sufficient to authorize the payment by the 
bank to the committee, and that the court erred in holding the detend- 
ant liable to the plaintiff for the amount of the two checks deposited 
with it by the plaintiff. 

We are also of the opinion that the plaintiff's right to recover in this 
action was barred by the statute of limitations. 

While it is true that a check drawn against a general bank account 
does not operate as an assignment, and that, as a general rule, the ho'der 
cannot maintain an action azainst the drawee because of want of privity, 
it is equally true that the giving of a check authorizes the payee, or 
some person taking the check, to make demand of payment—JSé. of 
British N. America v. Merchants’ Nat. Bk., 91 N. Y. 106, 111—and the 
refusal to pay on presentation of the check, which presentation is equi- 
valent to a demand of payment, gives to the drawer a right of action in 
case he has funds in the bank to meet the check, and the refusal to pay 
is without his authority. 

It appeared indisputable, and is substantially found by the trial court, 
that the two checks given by plaintiff to Banker, and by him endorsed 
to Ellen M. Houghtaling, were presented to the bank, defendant for pay- 
ment, and payment refused, the one in March, 1869, the other in August, 
1871. At the time of such refusal there was written upon one of the 
checks: “ Payment refused,” and upon the other “ No funds.” It is to 
be presumed, at least so far as plaintiff is concerned, that the person 
presenting the checks had the right so to do, and nothing is shown to 
the contrary. Such being the case, the bank became liable, when pre- 
sentation was made, for the amount of each check, and payment of the 
same was refused. 

We think that a demand for the whole balance on deposit is not 
requisite, in order to enable the depositor to maintain suit against the 
bank. The implied contract between a bank and its depositor is that it 
will pay the depositor when and in such sums as are demanded. When- 
ever a demand is made by presentation of a genuine check in the hands 
of a person entitled to receive its amount for a portion of the amount on 
deposit and payment is refused, a cause ot action immediately arises. 
For the balance no suit can be brought until demand is made. In other 
words, the depositor has the election to make the whole claim payable 
at one time by demanding the whole, or in installments, by demanding 
portions thereof, and it would be a novel doctrine that, when the claim 
has thus been made payable in installments, no action could be brought 
for an installment which has become due and payable, because there is a 
residue of the claim not due. But, again, the general rule above stated, 
z.¢., that the holder of a check cannot maintain an action against the 
drawee, is not applicable to this case. The money deposited by p'aintiff 
belonged to Banker, and the deposit in the bank was made by his direc- 
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tion. It matters not that the deposit was made to his, plaintiff's, indiv- 
idual. account, and in an action brought by the principal against the bank, 
upon refusal to pay his agent’s check, the bank cannot set up a want of 
privity. Van Alen vy. Am. Nat. Bk. 52 N. Y. 1. 

Banker, to whom the money belonged, or any person to whom he had 
transferred his claim against the bank, could have maintained an action 
on presentation and refusal to pay the checks, and upon demand and 
refusal the statute began to run. 

The claim made by the respondent’s counsel, that if the action had 
been barred by the statute of limitations it was revived by the payment 
by the bank of the two checks of the plaintiff, one on December 2, 1872, 
of $18.82, and the other on March 27, 1873, of $4.33, and that the defend- 
ant was thereby estopped from interposing the defense of the statute of 
limitations under six years after that, is not well-founded. The amount 
of these two checks constituted the balance which was due to the plain- 
tiff from the defendant for moneys deposited on his own account separate 
from the moneys belonging to Banker for which the checks in question 
in this action were drawn. As the depositor has a right to draw his 
check for separate portions of the money belonging to him on deposit 
and a cause of action arises upon presentation and refusal to pay such 
check, the payment of the checks, drawn after those which are the sub- 
ject of controversy in this action, could not affect the cause of action 
which arose upon their presentation to the bank and its refusal to pay. 
The payment of the two checks referred to did not authorize the con- 
clusion that the defendant intended to recognize the fact that the other 
checks were still a subsisting indebtedness against which the statute had 
not commenced to run, but such payments were entirely separate and 
independent transactions having no reference whatever to the checks in 
suit. Under the facts there is no ground for claiming that the pay- 
ment of the checks of December 2, 1872, and March 27, 1873, was a 
recognition of any indebtedness beyond them and operated as a revival 
of the debt and prevented the statute from running. 

The respondent’s counsel also claims that under subdivision 3, section 
414, of the Code of Civil Procedure, a person entitled to commence an 
action when the Code took effect might commence such action before 
the expiration of two years after the Code should go into effect, and that 
as the Code went into effect May 1, 1877, he had until May 1, 1879, to 
bring his action before it would be barred by the statute of limitations. 
We do not understand such to be the rule under the provision cited 
which declares that a person entitled under said section to bring an action 
when the Code took effect where he commences the same before the ex- 
piration of two years after the Code took effect, his action is governed by 
the same law applicable thereto immediately before the Code went into 
effect. This provision of the Code only left actions brought within two 
years to be governed by the law applicable to the case at the time of the 
adoption of the Code, and in no way operated to extend the time for the 
application of the statute of limitations. It remains in force the same as 
before the enactment of the Code. 

The judgment should be reversed and a new trial granted with costs 
to abide the event. 





If fraud in the procurement of a note be shown, the onus is on the 
plaintiff to show that he is a dona-fide holder for value, before maturity, 
and that he received the same in circumstances which raise no presump- 
tion that he knew of facts impeaching its validity. A dona-fide holder 
of negotiable paper, who takes for value and without notice, is protected 
against antecedent equities of original parties. [Crampton v. Perkins. 


Maryland Court of Appeals.] 
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ECONOMIC NOTES. 


WORK FOR THE UNEMPLOYED. 

Let us suppose that, in order to “ find employment ” for 20,000 of the 
London unemployed, public works of the kind suggested are at cnce 
commenced. In order to pay the wages, additional taxation of some 
kind must be levied. Those who pay the taxes will be so much the 
poorer, will have to restrict their customary expenditure or investments 
to a corresponding amount. This restriction will diminish their de- 
mands upon the vendors and makers of whatever they abstain from pur- 
chasing, and these vendors and producers will be thrown out of employ- 
ment to that extent. Thus, the finding of employment for the 20,000 
will throw out of employment about 20,000 others, and then we shall 
have 40,000 to subsidize, in place of 20,000. To employ all these, on the 
same principle, double taxation must now be enforced with double ef- 
fect, z. ¢., the disemploying of 40,coo more. Then we must provide for 
80,000. The next step in the same direction will bring the number of 
unemployed to 160,000; the next to 320,000, the next to 640,000, the 
next to 1,280,000, and so on until the taxation amounts to Ioo per cent. 
on the incomes of the taxable. Then all will become paupers together, 
with nobody to pay the poor’s rates. The monstrous absurdity of this 
remedy would, of course, be practically demonstrated long before it 
reached this stage, but not before it had done serious mischief, if a com- 
munity could be found sufficiently blind to commence it on a scale of 
appreciable magnitude.—Gentleman’s Magazine. 


HOW SAVINGS ARE INVESTED. 


If all property is robbery, as certain Socialistic reformers claim, the 
640,000 depositors in the twenty-four Savings banks of New York 
City make a decidedly formidable army of robbers. The annual reports 
made by these banks for the year just closed, show that this property- 
saving form of robbery is not on the decline, either. The $245,000,000 
of deposits at the end of 1884 had become $256,000,000 at the end of 
1885, the average deposit being four hundred dollars, upon which rates 
of interest varying from three to three and one-half per cent. were 
paid. 

It is quite probable that the rapidly-increasing deposits of the Sav- 
ings banks of New York and New England are not entirely due to in- 
creasing prosperity among the working people. The low rates of in- 
terest offered by other investments doubtless lead many business men 
to keep balances in these institutions that under a better demand for 
money would be employed elsewhere. Granting that this is the case 
to a certain extent, the fact still remains that a great army of the work- 
ingmen and workingwomen of this country are getting a comfortable 
living and have a penny to lay by for a rainy day. 

The question is sometimes asked why the Savings bank has not be- 
come so important a financial feature in Philadelphia as in New York 
and New England. The real answer to that is, that the savings of the 
Philadelphia working classes have been diverted largely into building 
and loan associations. Thousands of Philadelphia working people by 
this agency own their own homes, and money invested in a home is just 
as profitablv and securely invested as it could be in a Savings bank. 
This city was favorably located for the development of this form of 
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thrift, having plenty of room in which to grow, land for building lost 
not being so dear as to preclude the possibility of a working man ac- 
quiring the means within a reasonable time to own his own home. 
The possession of a home was possible here, hence the large diversion 
of small savings into this channel. In New York and some other cities 
it was not possible, and the Savings bank has become the chief agency 
for the accumulation of the surplus which economy and industry have 
left to the hundreds of thousands of workers there. 

No level-headed, thoughtful man can read these evidences of thrift 
and economy among the great mass of the working people in the chief 
industrial centers of the United States and not realize that the social- 
istic doctrine that property is robbery has no show of obtaining a foot- 
hold, even in the most over-populated districts. If property is robbery 
the robbers are in the majority here, and the majority may do what it 
will. Most and Schwab may spout their socialistic fanaticism, but even 
they will sell beer and take up collections, and thus accumulate prop- 
erty in defiance of their loud-mouthed utterances to the contrary.— 
Philadelphia Times. 

EFFECT OF STRIKES ON SOCIETY. 

The upsetting influence which the strikes of this week have had upon 
the markets illustrates in a very tangible manner the fact that society is 
a living organism, and not merely a collection of persons. Business feels 
very much as would a man who denies himself the use of his hands and 
feet. He can live, but he cannot prosper, and the chances are that he 
will not be happy, though he need not lose his sleep or his temper. Of 
course, society itself must go to pieces, if all wage earners propose to 
be idle unless they can get such wages and such leisure as they 
may prefer. But the case is not so serious as that. On the con- 
trary, the wages question, viewed all by itself, is in the last resort 
a matter of mere arithmetic. All wages come out of what the wage 
earners produce, To ascertain this proportion is a matter of book-keep- 
ing. Neither sentiment nor patronage, neither co-operation nor persua- 
sion, can change this cold fact. If the wage earners think that they can 
earn more money by not working for the present set of employers, lect 
them try. They will find that every man, no matter how independent or 
how rich, cannot honestly and securely get any money beyond what he 
produces. There lies the whole case. And production is not increased, 
but hindered, by interference with the general market, by leisure, and by 
the violation of natural or moral laws. The present quarrel is simply a 
dispute between the hand and the arm, the foot and the knee.— 74e 
Beacon. 

USE OF TERMS—STRONG BANK RESERVES AND LOW RATES FOR LOANS. 

Strong bank reserves and low rates for loans are not necessarily inter- 
changeable terms, although a strong bank reserve and high rates for 
loans would be somewhat of an anomaly. The rates for the use of 
money are largely governed by the risk assumed by the lender. While 
lenders might readily accept 2 per cent. for call loans on Government 
bond collateral, they might refuse 6 per cent. or more for money to be 
used in speculative transactions and secured by the deposit of miscel- 
laneous stocks. Or while 2 per cent. was eagerly sought for on Govern- 
ment bonds, money lenders might absolutely refuse to make advances 
for new enterprises upon any terms. Just now, although the banks are 
well sustained by reserve, it 1s becoming more and more difficult to ob- 
tain money for use in manufacturing or in enterprises largely dependent 
upon labor for their success. Money is seldom absolutely cheap or 
actually dear to borrowers. The rate is only relative. To the borrower 
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money is cheap at any rate that may be made, provided he can employ 
it in a way to make a profit from its use; and again it may be dear at 
the lowest rate at which it may be offered, if the borrower cannot em- 
ploy it to advantage. Money is really cheapest, even at advanced rates 
to those who need to borrow, when business is active and fair profits are 
made in trade transactions. Money may pile up in the banks and 
other depositories for safe keeping, and still the rates for loans advance, 
unless lenders are satisfied of the stability of trade and the harmonious 
working of labor. There are many miles of railroad the construction 
of which is demanded, were the conditions of labor and trade normal ; 
but in the present state of railroad wars and labor strikes, but few are 
inclined to venture their money in new undertakings. Where ventures 
are made, unusual precaution as to the nature of the security is taken, 
and rates are demanded in proportion to the risk to be assumed, how- 
ever abundant and idle money may be.— Stockholder. 
THE VALUE OF CORN WHEN DISTILLED. 

The slops of distillers’ mashing grain contain considerable more nu- 
tritive substances than those distilleries mashing potatoes. It is gen- 
erally admitted that, in distilling, three hundred and thirty pounds of 
potatoes are the equivalent of one hundred and ten pounds of corn, and 
the comparative value of the slops is one dollar and ten cents for corn 
and only sixty-two cents for potatoes. The MZz/iing World, in answer 
to acorrespondent who calls in question the accuracy of a previous 
statement in the same paper on the percentage of our cereal crop used 
in distilling, gives the following curious statement of the value of a 
bushel of corn when converted into alcoholic beverage: Let our corre- 
spondent, says the editor, trace a bushel of corn, for instance, from the 
field to the drinker’s glass. The grower works at least two hours in 
raising a bushel of corn. He sells the corn for 30 cents on his farm. 
He spends the 30 cents fortwo drinks, thus parting forever with his 
corn. Now, followthe corn. It cost 30 cents, and is turned into seven- 
teen quarts of intoxicating drink. The distillers receive 40 cents a 
gallon for converting it into whiskey. The corn in its changed shape 
represents the original 30 cents and $1.70 for the distiller, making its 
value at this stage $2. Then the Government tax go cents a gallon adds 
$3.85 to the value, swelling it to $5.85. The bushel of corn now passes 
on to the job salesmen and wholesalers, and through them to the re- 
tailers. By the time it has reached the retailers it has been “ reduced ” 
in strength and increased in quantity by the admixture of water and 
other more harmful substances, so that its measure has at least been 
doubled, and the corn when it begins to drop into the drinkers’ glasses 
on the bar represents about 8% gallons of drink. Allowing sixty drinks 
to the gallon, the official bar average, the bushel of corn wili furnish 270 
drinks, which, at an average of 15 cents to the drink, will take $40.50 
from the pockets of the consumers. This added to the $5.85 put into 
the corn up to the time of reaching the jobbers, makes a total of 
$46.95. Subtract the 30 cents which the farmer received for the corn, 
and the balance, $46.65, will show the amazing profit made by those who 
do not till the soil to grow the corn, but who multiply infinitely by sci- 
entific means the mischievous power of the grain, and who from this 
hurtful multiplication reap large and reliable profits. The original price 
of a bushel of corn is contained 155 times in the ultimate receipts from 
it. In this way the enormous wasting power of alcoholic drink can be 
easily understood. Our correspondent can follow a bushel of oats, rye, 
barley, malt or wheat from producer to consumer, through the same 
channel, and in every instance his computations will satisfactorily an- 
swer his questions. 
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INOUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. FRAUDULENT ALTERATION OF CHECKS. 


Please inform me as to the law relating to the alteration of checks, viz , how far 
the drawer of check is liable for negligence or carelessness in drawing a check so 
that it can be altered without detection ; and under what circumstances the bank 
which pays it can charge the amount of the check as altered to the drawer’s ac- 
count ? 


REPLy.—Ordinarily the fraudulent alteration of a check in a material part 
vitiates the check; but the well-established exception to this rule is, that if the 
check is drawn in such a careless and incomplete manner that a material al- 
teration may be readily accomplished without leaving a perceptible mark or 
giving the instrument a suspicious appearance, then the drawer must suffer 
the just consequence of his carelessness and bear the loss himself. The most 
common instance of such carelessness is the leaving of blanks in the body 
of the check, which may be filled up by the holder. In such cases it 
is settled that the drawer must bear the loss, even although the handwriting 
of the alteration may be plainly different from that of the body of the check, 
and both may be different from the signature. There is no rule of law that 
requires the body and the signature of a check to be in the same _hand- 
writing, and all the bank is ordinarily obliged to look to is the drawer'’s sig- 
nature. 

As to what precautions the drawer must take to prevent alterations, the 
rule is laid down in the books somewhat generally. Morse, for example, says 
—p. 347—‘‘ Such precautions against fraudulent alteration as have now become 
customary and proper.” We think that lines carefully drawn with a pen 
through the blanks left in a check would ordinarily be sufficient. Such lines, 
to be sure, especially when made upon common paper, are no great protec- 
tion against alteration, or raising, by an expert in such matters; but we do 
not think the law has gone any farther than to forbid the drawer, to so draw 
his checks, as to offer opportunities and prepare the way for fraud. It is im- 
possible to require all men to draw their checks so that they cannot possibly 
be altered without detection. It is also settled that when the drawer has 
not been guilty of carelessness in the manner of drawing his check, the bank 
must bear the loss when the check has been fraudulently altered, even if the 
alteration has been so skillfully made that it is impossible to detect it by 
mere inspection. The drawer is not at fault, and the cleverness of the fraud 
does not deprive him of the right to say that the check is not his. When 
the alteration is openly done, as in the common case where the printed word 
‘‘order” in a check blank is crossed out and the word ‘‘ bearer” is written 
in instead, the bank is put upon its inquiry, and pays the check at its peril. 
As Daniel says, Negotiable Instruments, § 1,661: ‘‘ The lesson of caution and 
prudence on the part of the bank cannot be too well learned or too closely 
followed. Its only safeguard is to scrutinize checks severely, and never to 
pay one at all mutilated in its appearance until after inquiry.” 
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II. INDORSEMENT OF CHECKS, 


Do checks require indorsément when written in the following form: ‘* Pay to 
self,” ‘‘ Pay to self or order”? 

RepLy.—This is a matter about which we have had frequent inquiries from 
our correspondents, and as the point is one of general interest, we shall state 
the rule again. When such a check is presented for payment by the drawer, 
no indorsement is technically necessary, because the order contained in the 
check is well performed by payment to the drawer. His indorsement, if 
made, is substantially nothing more than a receipt for the money. Whether 
the bank, in such a case, has a technical right to demand an indorsement, is 
a question upon which we have never seen a decision in this country. We 
understand that it is considered in England, that the bank has such a right; 
and we are of opinion that when the case comes before the courts of this 
country, it will be held that the same law prevails here. The indorsement 
is a protection to the bank, as it furnishes conclusive evidence against the 
drawer that payment was properly made on the check; and where such a re- 
quirement is made and insisted on, we think the courts ought to sustain it, as 
a reasonable regulation made by bankers in the conduct of their business, to 
which customers are bound to conform. We think the practice of requiring 
such indorsements is quite general among bankers. The doubt as to the 
right to demand an indorsement arises from the ancient rule of the common 
law, that a debtor, when he pays a debt, has no right to require the creditor 
to furnish him with evidence of the payment by giving a receipt, or other- 
wise. We do not think, however, that this rule should be applied in the case 
in question. 

If such a check is presented by any person other than the drawer, of course 
the indorsement is necessary. 


III. TAXATION IN CALIFORNIA, 


The Statute of California designates the first Monday in March as the date for 
establishing actual ownership to property for the purpose of assessment. On the 
18th of April our bank building burned down, uninsured. On the 2oth of June 
the assessor assesses the bank building as it stood on the first Monday in March. 
Now, is the bank building, which was destroyed by fire two months prior to 
time of assessment, liable to taxation ? 

REPLY.—Questions of this kind are not of general interest to the readers of 
the Magazine, and we do not invite them. Moreover, we must always give an 
opinion upon a question involving merely the proper construction of the stat- 
utes of another State with much doubt as to its correctness. 

As this question is stated, we infer that by the law of California, as of most 
other States, a date is fixed in each year when the ownership of property for 
the purposes of taxation for that year is ascertained, and that the tax for 
the year is assessed upon the property as it stands on that day, to the person 
who is then the owner of it. In administering such a law as this, it is necessarily 
impossible for the assessors to actually assess all the property within their 
jurisdiction upon a single day, and they accordingly are allowed a suffi- 
cient time afterwards to make up their assessments. The only require- 
ment is that in the assessment, which is a sort of judicial act, when it is 
made, property shall be valued as it stood on the day fixed by law, and as- 
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sessed to the person who was then the owner. Taxation must be equal 
upon all property, and it is only by fixing some particular day in each 
year, as of which all assessments must be made, that this equality can be 
obtained. Upon this view of the law it is of no importance that the assess. 
ors performed the act of assessment in June after the bank building was de. 
stroyed ; and they were quite correct in assessing the property as it stood 
upon the first of March. It was a misfortune to the bank to lose a part of 
its property by fire after the first of March, but this was a misfortune against 
which the community did not insure it. It would, in effect, be requiring the 
taxing power of the State to insure the bank's pruperty in its burned build- 
ing to the extent of the tax, to allow it to escape taxation thereon, because 
the building happened to burn after the first of March. 


IV. DETACHED COUPONS, 


A bond engraved for a railroad company, with engraved signature for coupons, 
as authorized by the mortgage, signed by the treasurer of the company, with the 
seal of the said company attached, but not signed by the president—the said bond 
stating on its face that it is not complete without the signature of the trust com- 
pany, which in this case was not attached—is lost or stolen. 

QueEry.—Are the detached coupons of the lost bond in the k nds of an innocent 
party good against the company ? 

REPLY.—It seems to us quite clear that the coupons are not good against 
the railroad company. In the first place, the law is well settled that delivery 
is essential to the validity of a coupon bond, as it is to every contract for 
the payment of money, and that, if an zucomplete bond be stolen, without 
any delivery preceding, the bond is void, and being void, cannot be held 
good, even in the hands of a dona fide holder for value and without notice. 
Ledwick v. McKim, 53 N. Y. 315. The bonds referred to in the inquiry 
were plainly incomplete when stolen, and could‘not be enforced against the 
railroad company. 

Now, it is true that the coupons in question were, in and of themselves, 
completely executed, and it is also true that for many purposes a coupon, 
when detached from the bond to which it belongs, is a separate and dis- 
tinct instrument, the holder of which has rights quite distinct and separate 
from those of the bondholder. Nevertheless, it has been held by the Supreme 
Court of the United States, that if coupons refer to the bonds to which 
they are attached, and purport to be for interest thereon, the purchaser of 
them is chargeable with notice of all that the bonds contain. McClure v. 
The Township of Oxford, 94 U. S. 429. In this case it was held that a 
bona fide purchaser of bonds was notified of their invalidity by the recitals 
on the face of the bonds, and so could not recover on them; and that a 
holder of detached coupons stood no better, because he was bound to take 
notice of everything contained in the bonds, and so was held in law to have 
had the same notice. According to the logic of this decision, the holder of 
these coupons was bound to take notice of the invalidity of the bonds from 
which they were cut, and cannot recover on them against the company. It 
seems to us that it would be wrong in principle to allow the holder of a 
coupon to recover upon it, when the bond from which it was taken, and which 
is, so to speak, its foundation, is void, and was never issued by, or binding 
upon, the supposed issuer. 
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V. DUPLICATE CHECKS. 


Facts.—A buys of Jonestown National Bank a draft for $100 on New York 
National Bank, payable to his own order. He indorses it to the order of B (who is 
pecuniarily irresponsible), and sends it by mail to B, at Smithville. B claims that he 
never received it. ‘Three months later, the draft not having been presented at 
New York Bank for payment, the Jonestown Bank issues duplicate to A or his 
order, which A indorses to B’s order. 

The original has all the time been in B’s possession. On receiving the dupli- 
cate, he gets cash on original at First National Bank of Smithville, and on duplicate 
at second National Bank of Smithville, and then decamps. The duplicate is first 
presented at New York Bank, and is paid ; the other is afterwards refused. 

QuERY.— What are the rights of the holder of the dishonored draft ? 

Can he recover of Jonestown Bank? Can he recover of A? What is the rea- 
soning in each case ? 

What would be the difference in the rights of the parties if the draft contained 
the words ‘* duplicate unpaid ” ? 


REPLY.—The instrument referred to in this inquiry, though described as a 
‘draft, would be more properly called a check, as it is subject to the rules 
of law applicable to checks. Daniel on Negotiable Instruments, § 1,567. 

The holder of the dishonored original is in the position of a dona fide in- 
dorsee for value and without notice. As such, it is, of course, entitled to re- 
cover against the Jonestown Bank and A; unless, possibly, the check was 
‘“‘stale”’ at the time of its indorsement by B to the holder. ‘‘ Staleness”’ is 
the only defence which either can make to it; but whether that defence can 
be successfully maintained or not, is a question upon which we are unable 
to express a confident opinion. The check was three months old when the 
holder cashed it. Was this such a length of time after its date for the 
check to be out, as to be a suspicious circumstance, which ought to have 
put the taker on its guard, and which made it the duty of the taker to in- 
quire before paying out its money? If it was, the check was ‘‘stale,” and 
open to equitable defences; otherwise not. The law upon this point is in- 
volved in much uncertainty. Daniel says, § 1,634: ‘* The certain age at 
which a check may be said to be stale is as uncertain as the fixing of the 
day on which a young lady becomes an old maid.” A collection of some of 
the authorities on the point will be found in our number for June, 1882, 
p- 951. In the case of First Nat. Bank v. Needham, 29 lowa 249, a check 
of an individual was held ‘‘ stale” after a lapse of five months. In Lester 
v. Given, 8 Bush (Ky.) 357, a similar check nearly a month old was decided 
not to be ‘‘stale.” Moreover, as we pointed out in our January number, 
1884, p. 549, it should be remembered that this check was not like an ordi- 
nary check, payable in the place where drawn, which would naturally, in the 
ordinary course of business, be presented for payment immediately. It was a 
check on New York, and, owing to the universal custom of persons journey- 
ing, or going to buy produce, of carrying funds in this form, the fact that 
‘such a check had been out more or less time, ought not to cause as much 
remark as it might in the case of an ordinary check. 

If the instrument had contained the words ‘‘ duplicate unpaid,” then we 
Suppose the condition of things would be precisely as in the case of a foreign 
bill of exchange drawn in a set of two or more parts. The law relating to 
these bills will be found treated in Daniel, § 113, e¢ seg. In respect to such 
bills, it is settled that it is the duty of the person taking one part to inquire 
after the others, that he is advertised by their absence that ‘ney, or one of 
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them, may be outstanding in the hands of a dona fide holder, and that the 
party entitled to the bill should claim and hold all the parts, because pay- 
ment of one part to another person might defeat him. So that in this case, 
the New York bank would be entitled to pay the part first presented, whether 
original or duplicate, and the holder of the other would have no remedy over 
against the Jonestown Bank or A, the first indorser. 
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BANKERS ON THE TREASURY SURPLUS. 


As is very well known, the bankers of New York are quite agreed in the opinion, 
that it is not wise, or even safe, to put the Treasury under any such hard and fast 
rule as is proposed in Morrison's resolutions. 

The 7imes, of July 22, reported interviews on this subject with a large number 
of the leading bankers of this city, the whole of which we should reprint if we had 
room. ‘There is no one of them which does not contain valuable and important 
points, and all the bankers conversed with found bad results from the resolution, 
except Mr. Baldwin of the Fourth National Bank, who did not think it would 
**make any perceptible difference in the financial affairs of the country.” 

We subjoin the views of Geo. E. Williams and John Jay Knox: 


President George G. Williams, of the Chemical National Bank, said: ‘‘ If the 
Morrison resolutions become law a few things would be pretty sure to happen. In 
the first place, the passage of the resolutions would weaken confidence iu the sta- 
bility of the continuance of gold payments There is a strong probability that it 
would lead to exports of gold. It would have a tendency to a fictitious advance 
in prices, and would give us a very much larger circulation based on silver worth 
25 cents less on the dollar than gold. It would undoubtedly lead timid people into 
hoarding gold, and the result would be a state of uncertainty which is as unsatis- 
factory a basis on which to do business as could well be desired. As an offset to 
the evils which would result from the passage of that measure, It may be stated 
that the United States bonds which would have to be called would necessitate the 
withdrawal of still further amounts of National bank notes, and it may be well 
enough not to lose sight of the fact that the National bank note circulation has 
already been contracted over $100,000,000 from the highest point it ever reached, 
and that about $60,000,000 of !egal tenders are in the Treasury awaiting the re- 
demption of National bank notes. This contraction of the circulating medium has 
made a great vacuum which has been filled by silver certificates, which, not being 
paid in for customs, are no embarrassment to the Treasury The Treasurer of the 
United States has been able to pay out legal tender notes and hold on to his gold, 
and this has made the Treasury very strong in gold, in remarkable contrast to its 
weakness about a year ago. ‘The prospects of business are now in every way so 
favorable that this Pandora’s box comes in as a disturbing element and weakens 
confidence.” 

John Jay Knox, President of the National Bank of the Republic, said: ‘‘ The 
Morrison resolution now pending in tHe Senate makes it the duty of the Secretary 
of. the Treasury to apply any excess of surplus over $100,000,000 to the payment 
of the interest-bearing debt of the Government in monthly installments of $r10,- 
000,000. This resolution proposes not only to reduce the present surplus, but 
establishes this as the permanent policy of the Government. The law now pro- 
vides in effect that there shall be a permanent deposit of $100,000,000 of gold coin 
in the Treasury for the purpose of redeemfting the legal tender notes, and in the 
present form of statement the Treasury officials have set aside $100,000,000 of 
gold for that purpose. National banks have deposited about $60,000,000 of gold 
funds for the purpose of retiring bank circulation, and the Treasury is pledged to 
pay the greenbacks and these National bank notes, amounting to more than 
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$400,000,000, on demand. The $100,000,000 held by the Treasury is only 25 per’ 
cent. of this amount, and isa much less percentage than any prudent banker or 
any Government should keep on hand if it intends to maintain gold payments. 

‘‘The immediate operation of the resolutions if carried into effect would not for 
some weeks largely reduce the amount of currency in circulation. The amount of 
three-per-cent. bonds is about $132,000,000, of which the banks hold, say, about 
$100,000,000, or three-fourths of the amount, as security for circulation. If 
$40,000,000 of the bonds are called during the next four months, three-fourths, or 
$30,000,000, of the amount will belong to the banks. The Government will pay 
the banks $3,000,000 of this amount and transfer the remainder, $27,000,000, to 
the fund in the Treasurer’s statement for retiring the circulating notes of the banks, 
so that the operation will largely consist of bookkeeping in the Treasury. But the 
bad effect of the proposition consists in the demoralization which follows such leg- 
islation. It is the general opinion of the leading financial men of the country that 
the reserve now held by the Treasury is not too large, but too small, if payments 
are to be continued upon the present standard, and that any reduction of the 
amount is attended with peril. It is their opinion that the continued coinage of 
silver dollars must not long hence result in the suspension of gold payments and 
the substitution of silver payments. The effect of the proposed legislation is to 
increase this peril. The best use of a Treasury surplus at present is to assure all 
those who fear silver payments that there is no immediate ground for alarm, and 
the loss of interest upon even $70,000,000 at three per cent. is really nothing in 
comparison with its good effect upon business, and is not to be considered if the 
holding of the present surplus now in the Treasury will have that effect. In other 
words, the money now held in the Treasury cannot be in any way so usefully em- 
ployed as to dispel the alarm which now exists in the minds of many of the leading 
business men of the country. Secretary Fessenden many years ago, in speaking of 
the holding of a large surplus in the Treasury, said: ‘ You must be ready for the 
evil day, and, being ready for the evil day, the evil day almost never comes; not 
being ready for the evil day, it is certain to come.’” 
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On the vote in the House, July 14, on the Morrison resolutions requiring the 
surplus in the Treasury above $100,000,000 to be paid out, the Democrats divided, 
yeas 148, nays 18; while the Republicans divided, yeas 59, nays, 49. 

THE vote in the House on paying out all the surplus cash in the Treasury beyond 
$100,000,000, was substantially a sectional one, New York and New England on 
one side, and the West and South with Pennsylvania on the other. There was 
only one vote from New England and three from New York in favor of the 
proposition. 

THE average prices of the Government 4s sold at the New York Stock Exchange 
during June, gave to the purchaser an annual interest of 2.462 per cent. on his 
investment, and the average prices of 44%s gave an annual interest of 2.161 per 
cent. When rates of interest are low, money is loaned more cheaply on short 
bonds than on long ones. 

A LETTER to the Brooklyn Zag/e from Washington, under date of July 17, gives 
the following account of the Extradition Treaty between this country and England, 
said to have been negotiated in London, June 25: ‘‘ The offences to which the 
new treaty will apply are embezzlement or larceny above the sum of $50, burglary, 
malicious injuries to property, endangering the life of any person, where such acts 
are a crime by law either in the United States or Great Britain, and manslaughter. 
It is provided that there shall be no extradition for offences of a political character 
only. Noconvicted fugitive criminal shall be surrendered unless a copy of the 
court record and sentence shall be produced and his identity thoroughly established. 
The treaty is only to apply to future offences, which will be good news to the bank 
refugees in Canada and the dynamite fiends on our soil. It isto go into effect 
within ten days after ratification, and can be terminated at the pleasure of either of 
the contracting parties. The treaty was sent to the Senate ten days since, but has 
not yet come up for action in that body.” 

Io 
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BANKING AND FINANCIAL ITEMS. 





THE ANNUAL CONVENTION OF THE AMERICAN BANKERS’ ASSOCIATION.—This 
convention is to be held in Boston on August I1 and 12, and every banking firm, 
State bank, National bank, Trust company and Savings bank in the United States 
is expected to send one delegate. The meetings will be held in Horticultural Hall, 
The headquarters of the Executive Council will be in the Brunswick Hotel. The 
President of the Association is Lyman J. Gage, Vice-President of the First Na- 
tional Bank of Chicago. The First Vice-President is Logan C. Murray, President 
of the United States Bank of New York. Every State and Territory has a Vice- 
President, the gentleman from this State being Henry C. Brewster, Cashier of the 
Traders’ National Bank of Rochester. 

The Executive Council is made up of the following well-known bank officers : 
Geo. S. Coe, Jacob D. Vermilye, Edmund D. Randolph, and John Jay Knox, of 
this city ; Joseph Patterson, Morton McMichael, Jr., and William H. Rhawn, of 
Philadelphia; Edward Tyler and James H. Bouve, of Boston; J. W. Lockwood, 
of Richmond, Va. ; Charles Parsons, of St. Louis; William G. Deshler, of Co- 
lumbus, Ohio; Edward B. Judson, of Syracuse, N. Y.; William E. Gould, of 
Portland, Me. ; Hoel H, Camp, of Milwaukee, Wis. ; Logan H. Roots, of Little 
Rock, Ark. ; Augustus H. Moss, of Sandusky, Ohio; J. H. Lindenberger, of 
Louisville, Ky. ; R. M. Nelson, of Selma, Ala.; J. Thomas Smith, of Baltimore, 
and J. H. Millard, of Omaha, Neb The Treasurer is George F. Baker, Presi- 
dent of the First National Bank of this city, and the Secretary is Dr. George 
Marsland, of No. 128 Broadway. 

The three great topics of the convention this year, according to the Secretary, 
are banking reform, the silver problem in its new international aspects, and the 
defects of our extradition treaties by a comparison of all the 31 treaties for the 
extradition of criminals between foreign countries and the United States. On the 
first day of the convention the discussion upon banking reform will be opened by 
Lyman J. Gage, of Chicago, the President of the association. He will be fol- 
lowed by Hon. Samuel Merrill, of Iowa; Comptroller Trenholm, of Washington, 
and other gentlemen. The proposed reforms are for the most part designed for 
the following objects: First, to favor the extension of the National banking sys- 
tem in the Southern States where, for various reasons, it has made less progress 
than in any other part of the country. In connection with this the needs of the 
South for capital for diversified industries and for well directed emigration will be 
considered, and the rapid development in some States of manufacturing enterprises 
will also be considered. 

In regard to the silver problem the banks have so often discussed its well-known 
features that it may perhaps be less prominent this year, especially as there are 
many other topics of special urgency pressing for an examination. In speaking of 
the international question, the East Indian problem has assumed proportions of 
great magnitude. The unrest of the great manufacturing centers of England, 
where there is a depression in trade owing to the rigid adherence of England to 
her present policy, will be discussed. There is a disposition growing very rapidly 
among thinkers in and out of banking circles on the other side of the ocean that a 
strong impression can be brought to bear upon England in her new Parliament. 
There is sure to be a great number of new men in the next Parliament, and great 
reforms are looked for. 

At the close of the convention the delegates will be invited to take an excursion 
through Boston Harbor by the bankers of that city. The excursion will be fol- 
lowed by a banquet in one of the prominent hotels. 

DuRING the first half of this year, 1,755 miles of railroad were finished. On 
an average of years, more than two-thirds of the new railroad mileage are opened 
in the last half of the year. 
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Mr. GEO. H. BURFoRD, the able and useful Actuary of the United States Life 
Insurance Company, has been elected to the office of Vice-President Mr. Burford 
has been connected with the company for nearly twenty-two years, and possesses 
in the highest degree the qualifications necessary for the office he is henceforth to 
fill in this old and reliable company. 


NEW YorkK City and County are more valuable by $50,000,000 than last year 
at this time, according to the statement of the Commissioners of Taxes and Assess- 
ments. The total assessed valuation of real estate is $1,203,941,065, while the 
personal estate amounts to $217,027,221 The total personal estate in 1885 was 
$202,673,866; total real and personal, $1,.371,117,003; total personal estate, 
1886, $217,027,221 ; total real and personal, $1,420,968, 286. 

THE Brooklyn Zag/e, of June 29, states in respect to the Atlantic Bank and the 
Firemen’s Trust and. Insurance Company, both of that city, that all their debts 
due, directly or indirectly, from Mr. Seney, have been paid; that the depositors in 
the Atlantic Bank have been paid in full, and those who hold on to the stock will 
receive rather more than the par value; and that the Insurance Company is restored 
to solvency with some margin for its stockholders. In respect to the Metropolitan 
Bank of New York City, of which Mr. Seney was President at the time of his 
failure, the liquidation is progressing so favorably, that all claims upon it are cer- 
tain to be paid, and its stock is ‘‘ now marketable again.” The Zag/eadds: ‘‘It 
is not easy to express the gratification with which the Aag/e, speaking as we know 
it does in this case for the people of Brooklyn, makes known these facts to the 
world. Mr. Seney has proved himself one of our broadest and most public spirited 
fellow citizens in a thousand ways; he is of us representative of what is best and 
most generous in citizenship. The reconstitution of his fortunes has been with 
him a sacred obligation, not a selfish object, because before he could, as an upright 
man, enjoy a penny of the wealth that has been flowing toward him, every consid- 
eration of honor bound him to see those protected who had put their trust in him, 
and who, through his misfortune, were led into difficulty.” 

ANOTHER BOND CALL.—The Acting Secretary of the Treasury on July Ig issued 
the one hundred and thirty-ninth call for the redemption of bonds. ‘The call is 
for $4,000,000 of the 3-per cent. loan of 1882, and notice is given that the prin- 
cipal and accrued interest of the bonds designated will be paid at the Treasury of 
the United States, in the City of Washington on the Ist day of September, 1886, 
and that the interest on said bonds will cease on that day. Following is a descrip- 
tion of the bonds: Three-per-cent. bonds issued under the Act of Congress ap- 
proved July 12, 1882, and numbered as follows: $50, original No. 133 to original 
No. 135, both inclusive ; $100, original No. 1,730 to original No. 1,812, both in- 
clusive ; $500, original No. 787 to original No. 824, both inclusive ; $1,000, original 
No. 5,524 to original No. 5,962, both inclusive ; $10,000, original No. 12,612 to 
original No. 12,965, both inclusive, and original No. 23,738 to original No. 
23,747, both inclusive ; total, $4,000,000. The bonds described above are either 
bonds of the ‘‘ original’ issue, which have but one serial number at each end, 
or ‘‘ substitute”’ bonds, which may be distinguished by the double set of numbers, 
which are marked plainly ‘‘ original numbers” and ‘‘ substitute numbers." All of 
the bonds of this loan may be called by the original numbers only. Many of the 
bonds originally included in the above numbers have been transferred or exchanged 
into other denominations on ‘‘ waiver,” the original numbers being canceled, and 

leaving outstanding the apparent amount above stated. 


THE returns of our foreign trade for June having been received, it is now pos- 
sible to give complete figures for the fiscal year ending June 30. The net export 
of specie and bullion, not distinguishing between gold and silver, was $34,465.989 
for the fiscal year. The net export of gold alone cannot therefore vary much from 
$20,000,000, or just about what is left of the domestic production after supplying 
the demand for gold for manufacturing purposes. The year, consequently, has 
not witnessed any reduction at all in the gold part of our money. In the merchan- 
dise foreign trade for the fiscal year, the favorable balance proves to have been 
$44,172,366, as compared with $164,662 426 during the preceding year, and with 
$72,815,916 during the fiscal year ending June 30, 1884. But during the year 
just closed, the aggregate favorable balance, including merchandize, specie and 
bullion, was $78,638,352, which leaves some margin for paying for the American 
securities which have been sent home from Europe. 
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THE BANK OF MONTREAL—ANNUAL GENERAL MEETING AND RERORT OF 
THE PRESIDENT.—The annual general meeting of the Bank of Montreal was held 
recently. The President, Mr. C. F. Smithers, occupied the chair, and there was 
a large attendance of shareholders. The General Manager, Mr. W. J. Buchanan, 
read the annual statement, which showed the profits for the year ending April 30, 
1886, after deducting charges of management and making provision for all bad 
and doubtful debts, to have been $1,465,976.01. After paying a Io per cent. divi- 
dend and a I per cent. bonus, a balance of $525,545.25 was carried forward to the 
rest. The Chairman, in moving the adoption of the report, said that the North. 
west rebellion had not turned out an unmixed evil, as the amount of money ex- 
pended in that part of the country had proved a great help to business men in the 
Northwest. He denied the statement that the bank made $300,000 out of West 
Shore stock, a single share of which the bank has never owned. He also denied 
the stories told of fabulous sums of money earned by dealings with the Canadian 
Pacific Railway. ‘The bank certainly has reason, he said, to congratulate itseif. 
It found itself on the 30th of April with a balance of profit and loss carried for- 
ward of $525,545, while on the 30th of April, 1885, this balance was $379,560, 
$145,976.01 having been added from the earnings of the year after the payment of 
expenses and dividends. Now that this fund had reached the sum of $500,000, he 
did not deem it necessary to further increase it, and the aim of the board would be 
to keep it about the present figure. 

Speaking of the financial depression of last year, the Chairman remarked that at 
one time the bank had between $8,000,000 and $10,000,000 lying idle or loaned at 
a very small rate of interest. As to future prospects, he said that so far the crops 
promised well, but as they were liable to contingencies he did not place much 
weight upon this. Assuming that the crop was good, he did not lonk for any very 
great improvement, as the market prices in England were so low, and that owing 
to the supply of wheat drawn from India, grain growers in the United States and 
Canada had a very unequal fight to maintain. The time had about come for 
American wheat growers to depend upon home consumption, a conclusion proved 
by the fact that wheat in Liverpool was occasionally cheaper than it was in 
Chicago. Trade generally seemed to be fairly prosperous, and the situation, while 
not buoyant, was hopeful. ‘The wholesale trade was moderately active, payments 
good, and the profits rather light. Manufacturers were fairly busy, and their pro- 
duct going into consumption. 

Sir Donald A. Smith, the Vice-President, in seconding the adoption of the 
report, took occasion to refer to the completion of the Canadian Pacific Railroad as 
a most important event from a financial point of view. A ship was now about 
sailing from Yokahama for Vancouver, and its cargo of tea, which was intended 
not only for Canada, but for St. Paul, Chicago, and other points in the United 
States, would be carried by the Canadian Pacific. With such a significant opening 
of the transcontinental trade financial men must look not only for ultimate success, 
but for a flourishing trade in the near futnre. The report was adopted. 

The following Board of Directors was then elected : C. F. Smithers, Sir Donald 
A. Smith, Gilbert Scott, A. T. Patterson, Hugh McLennan, Alexander Murray, 
the Hon. John Hamilton, E. B. Greenshields, and George A. Dunn Mono. 


THE Young Men’s Reform Convention, made up of large delegations from all 
the Canadian Provinces, adjourned on the 2d of July after a long session. ‘The 
question of proposing the independence of Canada, was put over to another year 
after an animated discussion. ‘They demanded that the tariff duties on flour, coal 
and the raw materials of manufacture, such as wool, &c., should be abolished, and 
wound up by resolving that they were ‘‘ strongly in favor of reciprocity with the 
United States.” ‘lrhis last declaration was quite unnecessary, as everybody knows 
that Canada has been in favor of that for the last thirty-five years, and has the best 
possible reasons for being so. These young men must live to be very old, in order 
to see what they desire in that particular, 

THE newly chartered English company, with its bank and capital of 42,000,000, 
at the capital of Madagascar, will do more in one year to make the Island English 
than French admirals and French powder and French treaties have done to make 
it French during the last ten years. The Madagascarenes know the value of 


money. 
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THE call issued on July 19 for $4,000,000 of the three-per-cent. bonds of 1882, 
leaves only $132,057,050 of that issue outstanding. Of this amount $106,783,600 
are held by the Treasury to secure National.bank circulation. The payment of 
$25,000,000 more of the debt will bring us to a stage where all further called bonds 
of this issue will come exclusively from the banks, compelling them to surrender 
circulation to an amount equal to go per cent of the bonds called, or to change the 
form of the security by purchasing for deposit in the Treasury bonds of the 4 per 
cent. or 4% percent. issue. At the present market rates the 4 per cents. would 
pay only about 2% per cent. interest. It is the opinion of some of the supporters 
of Mr. Morrison's surplus resolution that the loss of one-half of I per cent. inter- 
est upon the bonds held by the banks would not be sufficient to cause a contraction 
of their note issues. That might be true if the issuing of notes were a more 
profitable part of the business of a National bank. 


THE Guarantee Company of North America, of Montreal, has declared the 
usual semi-annual dividend of three per cent. upon its capital stock of $300,000, 
being the twenty-fifth dividend, in unbroken succession, paid by this company ; 
and we have good ground for believing that not only has this dividend been de- 
clared out of the half-year’s profits, but that no dividend is likely to be announced 
by the company while under Manager Rawling’s administration which does not 
represent profits made, and without encroaching on the company’s surplus. 


A NEw SAVINGs BANK.—A certificate to do business as a Savings bank under 
the laws of Iowa, has just been issued to the Mitchellville Savings Bank of 
Mitchellville, lowa. The paid up capital is $10,000; authorized capital, $100,000. 
The stockholders are expecting to increase the paid up capital at an early day. 
The officers are: Thomas Mitchell, President; D. J. Oldfield and Peter Miller, 
Vice-Presidents ; James K. Moller, Cashier. The bank starts out under most 
advantageous circumstances. Its President is the founder of Mitchellville and its 
oldest and most reputable citizen. The Vice-Presidents are strong and popular 
men, and its Cashier a man of high character both as a business man and a citizen. 
Great success is predicted for the bank. 


THE TAX ON NATIONAL BANK SHARES-—The suit instituted by thirty-five 
National and nineteen State banks to test the legality of taxing bank shares, 
which case has just been argued before Judge Wallace, of the United States Cir- 
cuit Court, will, it is expected, be finally decided before the close of the year. 
Both sides are anxious for a speedy settlement of the case. Whatever the decision 
of the Circuit Court may be, the suit will undoubtedly be carried to the United 
States Supreme Court, and it is understood that it will be given a place on the 
calendar, which will enable the court of last resort to effectually dispose of it by 
the period named. This particular case involves payment of taxes to the city 
amounting to about $1,400,000 annually. In the course of their case the plaintiffs 
have shown that moneyed capital to the amount of $2,000,000 have been exempted 
from taxation, although the claims against it are practically the same as those made 
against bank shares. The Mercantile National Bank, by common consent, is 
plaintiff in the suit. The parties to the suit agree that on the second Monday in 
January of last year the aggregate actual value of the shares of stock of the incor- 
porated moneyed and stock corporations incorporated by the State laws, deriving 
an income or profit from their capital or otherwise (not including life insurance 
companies, trust companies, banks or banking corporations organized under the au- 
sur pr of this State, or of the United States), amounted to no less than $755,- 
015,892. 


OBITUARY. 


JAMES PurRpy died at Mansfield, O., July 11, aged 93. He was the President of 
the Farmers’ Branch Bank of State of Ohio, at this place, from its organization in 
1846, until the bank ceased to exist by reason of its charter having expired, when 
it was merged into the Farmers’ National Bank. He was elected its President, and 
continued to act as such until January, 1886, without interruption, excepting for 
= year—1875; thus making over forty years’ services, and was a Director when 

e died. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
CaL.... Los Angeles... Southern CaliforniaN.B. = = =... ssaeeecees 
100, 000 . Boyce, Pr. Wm. F. Bosbyshell, Cas. 
CAL.... Pasadena...... San Gabriel Valley Bank . American Loan & Trust Co, 
0,000 Frank W. Ward, /. B. W. Bates, Cas. 
h . San emattien First National Bank...... Chase National Bank, 
$100,000 J. H. Smith, Pr. W. N. Crandall, Cas. 
# . San Diego ..... Sav. B’k of San Diego > See rrr re 
$10,000 Jas. M. Pierce, Pr. John Ginty, Sec. & Treas. 
Conn... Bridgeport..... Marsh, Merwin& Lemmon ——_ee__ea=—=n..ccescees 
oe CRISES. oc c00s Beene. Deeg Cea. Ce. i. sivvecsrecve 
R. Sayer, Pr. L. R. Giddings, 77reas. 
SD cos MEURGIO cc ccccce Farmers’ Bank........... Winslow, Lanier & Co. 
$45,000 Geo. W. Spilker, Pr. Carl A. Spilker, Cas. 
Iowa... Fonda......... Pn ber eee, -  é=— peevcesdaccec 
. . Pomeroy....... ane ee, =—=—=—— lp pet edewesee 
a . Peiaaghar.....- oo eee Tes ee rer 
$25,000 Frank Frisbee, Pr. J, L. E. Peck, Cas. 
Kansas. Alton.......... State Bank of Alton...... National Bank of Republic. 
$25,100 Wm. S. Search, Pr. John T. Search, Cas. 
« .. Gypsum City... Gypsum Valley Bank..... Kountze Bros, 
” . Martiand .....- Bank of Hartland........ Seaboard National Bank. 
5,000 J. T. Kirtland, Pr. Wm. F. Flash, Cas. inane 
“ . Kingman...... Kingman National  eiaanaaaci et carson NER oe 
Edgar Henderson, Pr. John A. Cragun, Cas. 
© , «wR ccocees » Bank of Oakley.......... American Exch, Nat’] Bank. 
$20 Jas. L. Giessler, Pr. Henry F. Giessler, Cas. 
#  .. Rush oan. Ce eteeds kee e 
$25,000 
# ee Salina National Bank . National Park Bank. 
$100,000 J. W. Morris, Pr. F. C. Miller, Cas. 
# .. South Haven... South Haven Bank....... Gilman, Son & Co. 
Geo. C. Wallace, Pr. James S. Hunt, Cas. 
“ pT iacenews Forest Land Mortgage B’k People’s Bank. 
$20,000 John Wesley Forest, Pr. Geo. H. Post, Cas. 
« .. Wa Keeney.... Wa Keeney Bank........ Gilman, Son & Co. 
« .. Webster. ..:... B’k of Webster. .(Frater& Coe) American Exch. in Europe. 
n . Winfield....... Winfield Savings Bank.. American Exch, Nat’! bank. 
$75,000 John C. McMullen, Pr. James Lorton, dss’t¢ Cas. 
see Se DP cciiiedecss  <meenenpebane 
” ? “oer ae Breard & Millsaps.... ... Seaboard National Bank. 
MINN... Worthington... First National Bank...... Hanover National] Bank. 
$75,000 Anton Knoblauch, fr. Geo. J. Day, Cas 
Mo..... Kansas City ... American National Bank. National Bank of Republic. 
$1,250,000 Wm. B. Grimes, /r. Harry P. Stimson, Cas. 
NEB.... Herman...... . Herman Bank....(W. H. Whitson) ............ 
w . Madison....... Union Valley Bank....... First National Bank. 
H. E. Wood, Pr. J. E. Douglas, Cas. 
0. 06 BRE wcxdoses Logan Valley Bank ..... United States National Bank. 
(Fruse & Priest) Herman Fruse, Cas. 
” . Rushville....... Farm. & Merchants’ Bank, Kountze Bros. 
‘ _ Serre: Se re reer res tee 
$5,000 V. C. Shickley, Pr. C. W. Shickley, Cas. 
aT. ee Fillmore Co. Bank....... Chase National Bank. 
M. Hettinger, Pr. A. J. Hettinger, Cas. 
N. Mex. Silver City..... Seiver City National Bank. 0 inc ésicccocces 





(Monthly List, continued from July No., page 70.) 


$50,000 Hartford M. Meredith, Pr. Geo. D. Goldman, Cas. 
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Place and Capital Bank or Banker. Cashier and N. Y. Correspondent. 


. Wapakoneta... People’s National Bank... = = saeeueeeeeee 
$100,000 Francis Fritsch, Pr. Francis J. McFarland, Cas. 


OREGON Dallas......... EE ee 


50,000 Zenas F. Moody, Pr. Malcolm A. Moody, Cas. 
» PUSAN. « « ccve Merchants’ National Bank, Hanover National Bank. 
$100,000 James Steel........-..6- I, A. Macrum, Cas. 
. wee fg PTT eee Tr Te 
$100,000 Louis E. Pfeiffer, Pr. Richd. W. Cline, Cas. 
« LAUPORS 2... 0200 eatiensi Deel Reems. .-  _§ cowecevedees 
$63,000 Jno. A. Barksdale, Pr. W. A. Watts, Cas. 
. Shelbyville..... People’s National Bank... = = © — a. seeeeeeeee 
$60,000 Nathan P. Evans, Pr. Smith J. Walling, Jr., Cas, "3 
by Ee ececene . People’s National Bank... United States National Bank. 
50,000 Josiah Blakey, Pr. J. W. Weatherford, Cas. 
_ > &4| Tena eee 
$50,000 Wm. S. Davis, Pr. David M. Baker, Cas. 
eee Pee FR icsces | | hetbkeneeeave 
$50,0c0 Geo. C. Whitmore, Pr. Alma Hague, Cas. 
. Sprague .. . First National Bank...... Importers & Traders’ Nat’l Bank. 
$50, ooo «4OH.W.F airweather, Pr. George S. Brooke, Cas. 
» SP oon aves Ce SR ccs. | het nwencdens 
$50,000 Geo. Beyer, Pr. Wm. K. Smith, Cas. 
o Dies <wovsens Richards Bros. & Brown.. Fourth National Bank. 


OnT.... Norwich....... The Molsons B’k....T. B. Phepoe, 4/gr. Mechanics’ N. B. 





CHANGES, DISSOLUTIONS, ETC. 





(Monthly List, continued from July No., page 73.) 
. Fayetteville.... Wm. McIlroy & Co. 
. Hartford....... Morgan, Stokes & Co. Reported sold out. 


Mount Vernon. Evans, Wilbanks & Co. ; succeeded by Geo. W. Evans. 
. Winchester .... Miner, Frost & Hubbard; now Frost & Hubbard. 


. Brush rey . Brush Creek B’k (Rawson & Rice) ; succeeded by A. Rawson. 
Des Moines.... Capital City Bank ; now Capital City State Bank. 


¢ Pe sasisccs Bank of Persia (B. F, Freeman); now Freeman Bros. & 
Emminger. 
» MIR co wdacceus Bank of Attica; now Attica State Bank. 
.- Louisburg...... M. Reed & Co. succeeded by Louisburg Bank. 
~~ eee John S. Christie ; now Christie & Carter. 
ow I cnkennet Salina Bank ; now Salina National Bank. 
.. Wa Keeney.... Wilson, Murray & Co. ; succeeded by Wa Keeney Bank. 
~~  £Prrrerr Kansas. State Bank ; succeeded by State National Bank. 
. Abington...... Abington National Bank. Reported continued under new. 
President. 
. Rockland..... - Rockland Savings Bank. Reported closed. ; 
~ Cees ..svce First Nat’l B’k of Calumet; location changed to Red Jacket. 
St. Louis..... .- Provident Savings Bank. Reported suspended. 
. Benkleman..... Dundy County Bank. Reported closed. 
.. Hastings. ..... Adams County Savings Bank; now Adams County Bank. 
. Omaha,....... Parrotte, Clarkson & Co.; succeeded by Parrotte Bros. & Co. 
Kearney........ Buffalo County Bank ; now Buffalo County National Bank. 
.. Stockville...... Frontier County Bank ; removed to Curtis, Neb. 
fa as <ontwe Commercial Bank ; succeeded by First National Bank. 
.. Weeping Water Weeping Water Bank ; succeeded by First National Bank. 
» BORON... cscs E. S. Comstock retired. 
. Ligonier....... John H. Frank ; succeeded by Bank of Ligonier. 
Richmond...... John L. Williams; now John L. Williams & Son. 


. Niagara Falls.. Pierce, Howard & Co. ; succeeded by G. H. Howard & Co. 
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CHANGES OF PRESIDENT AND CASHIER. 
( Monthly List, continued from July No., page 72.) 


Bank and place. Elected. In place of 
N. Y. City.. Madison Square Bank..... Lewis Thompson, Cas... L. Thompson, 4.C. 
a Chicago Nat’l Bank, Chicago.. Wm. Cox, Ass’¢ Cas..... J. M. Adsit. 
L . Champaign N. B., Champaign. W. S. Maxwell, Cas..... J. C. Miller. 
# .. Second National Bank, S Ble Wee So TPs cosceces J. T. McKnight. 
Galesburg. { Josiah Babcock, V. P.... M. W. Gay. 

« .. Lincoln Nat’l Bank, Lincoln... F. C. Orton, Cas........ G. 1. Harry. 

« .. First National Bank, Morrison. W.S. Wilkinson, V. P.. =... . 
InD .... Exchange Bank, Spencer...... F. H, Freeland, Cas..... S. L. Wallace. 
Iowa... Brush Creek B’k, Brush Creek. Chas. R. Carpenter, Cas. E i 

«  ., First National Bank, Griswold. Frank M. Nichols, A. C ; _ - _— 
Kan.... Exch. Nat’l Bank, El Dorado.. J, D, Rearick, Ass’¢ Cas. 

« ., Salina National Bank, Salina.. W, T, Welch. Ass’¢ Cas. rhea: 
EES: National Bank of Hustonville,. Edward Alcon, Pr....... J. W. Weatherford. 
ME. .... Casco National Bank, Portland. M. R. Goding, Cas...... W. T. Small.* 
Me. <... Montgomery Co. Nat’! B’k, R. L. Stokes, Cas........ J. F. Byers. 

Rockville. J. F. Byers, Asst Cas.... «= ss eeeeee 
Mass. .. Abingdon Nat’] B’k, Abingdon. Albert Davis Pr......... R. J. Lane. 

» .. Union Savings B’k, Fall River. Benj. Covel, Pr......... Augustus Chace. 
Micu. . Alpena National Bank, Alpena. F. W. Gilchrist, V. P.... C. W. Richardson. 

«s  ,. First National Bank, Ionia....S. A. Yeomans, Pr...... A. Sessions.* 

«  ., First Nat’l] Bank, South Haven. F. G. Dewey, Ass’¢ Cas.. coereces 
err Saxton National Bank, S. C. Woodson, 2d V, P 006+ bawe 


St. Joseph. ) J. W. McAlister, Cas.... R. W. Hocker. 
B.... Nat’l B’k of Ashland, Ashland. H. G. King, Ass’¢ Cas... Geo. V. Argabright. 


NE 

» _.. Norfolk Nat’l Bank, Norfolk. . John R. Hays, Cas...... J. A. Read, Act'g. 

# .. First Nat’l Bank, North Bend. C. Cusack, Cas.......... G. C. Hickok. 

» _.. Union National Bank, Omaha. John W. Rodefer, V. P.. «= cnenee- 

«  ., First Nat’l Bank, Plattsmouth. S. Waugh, Cas.......... A. W. McLaughlin. 
N. Y.. . Millertown Nat’l B’k, Millert’n. J. R. Paine, V. FP. ...... N. C. Beach. 

« _., National Bank of Castleton.... P. G. Ten Eyck, Pr..... J. D. Smith.* 
Ou10 _ First National Bank, Athens. J. M. Goodspeed, V. P... J. M. Welch. 
Pth.cccae Seventh Nat’! B’k, Philadelphia. Paul Brown, Ass’t Cas... = weve eee 

« ,, Western Nat’l Bank, « John C. Garland, 4. Cas. Arthur Wells.* 

R. I.... First National Bank, Warren.. J. Waterman, /7........ G. L. Cooke. 

Tex.... Fannin Co, Bank, Bonham.... Geo. A. Preston, Cas.... = se eeeeee 

VT..... Howard National Bank, \ F. M. Van Sicklen, Pr... L. Barnes. 
Burlington. | C. M. Spaulding, V. P.. F. M. Van Sicklen. 

Wis. ... Milwaukee Nat’] B’k, Milwaukee J. McClure, 4ss’t Cas.... wn eesees 

Wro... Laramie Nat’l Bank, Laramie.. L. C. Hanks, 4ss’¢ Cas... = sa eueees 

: * Deceased 





ACTING SECRETARY FAIRCHILD of the Treasury Department has decided that 
certain ready-made clothing imported into the United States by a citizen of this 
country, who went to Montreal expressly to purchase the clothing, is not exempt 
from duty as wearing apparel in use of a person arriving in the United States. 

A NEW counterfeit five-dollar gold piece has been discovered in Newark. It 
bears the date of 1821, and is larger in diameter and thicker than the genuine. 
The workmanship is good and the color is fair. In the head of Liberty the chin is 
much elongated, and the ‘‘n” in the word ‘* United” is reversed. The weight is 
eight grains less than the genuine, and the intrinsic value of the metal about one- 
half.—M. Y. Zimes. 
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BONDS. 


(Continued from July No., page 71.) 


Name and Place. 
State National Bank............ 
Wichita, KAN, 
First National Bank............ 
Great Falls, MONT. 
National Bank...... 
Kearney, NEB. 
First National Bank............ 
San Bernardino, CAL. 
First National Bank 
Sprague, WASH. TER. 
First National Bank............ 
Superior, NEB. 
People’s National Bank......... 
Shelbyville, TENN. 
Salina National Bank 
Salina, KAN. 
People’s National Bank......... 
Ennis, TEx. 
First National Bank............ 
Ballinger, TEx. 
Dallas National Bank 
Dallas, OREGON. 
People’s National Bank 
Wapakoneta, OHIO. 
Merchants’ National Bank 
Portland, OREGON. 
First National Bank ........... 
Nephi, UTAH. 
Southern California Nat’l B’k.. 
Los Angeles, CAL. 
Silver City National Bank....... 
Silver City, N. MEx. 
National Bank of Laurens...... 


Buffalo Co. 


ere eeeeeeeve 


Oconto, WIs. 


President. Cashier. 


Benj. Lombard, Jr., 


L. D. Skinner, 


Chas. A. Broadwater, 


Louis G. Phelps, 


Ross Gamble, 


Albert T. Gamble, 
J. H. Smith, 
W. N. Crandall, 
H. W. Fairweather, 
Geo. S. Brooke, 
D. Bosserman, 
L. B. Adams, 


Nathan P. Evans, 


Smith J. Walling, Jr. 
F. C. Miller, 


Josiah Blakey, 


J. W. Weatherford, 


Wm. S. Davis, 


David M. Baker, 


Zenas F. Moody, 


Malcolm A. Moody, 


Francis Fritsch, 


Francis J. McFarland, 


James Steel, 


I, A. Macrum, 


Geo. C. Whitmore, 


Alma Hague, 


. H. H. Boyce, 


Wm. F. Bosbyshell, 


Hartford M. Meredith, 


Geo. D. Goldman, 


Jno. A, Barksdale, 
’ Geo. Beyer, 


W. A. Watts, 
Wm. K. Smith, 








153 


NATIONAL BANKS. 


Capital. 
$ 52,000 
50,000 
100,000 
100,000 
50,000 
50,000 
60,000 
100,0Cc0 
50,000 
50,000 
50,000 
100,c00 
100,000 
50,000 
100,0CO0 
50,000 
63,000 


50,000 


The reports of the New York Clearing-house returns compare as follows: 


1886. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus 
July 3... $3551743.700 . $64,483,900 ~. $40,890,400 . $377,411,400 . $7,819,700 . $11,021,450 
** 10.40 355-004,200 65,693,100 42,253,900 379,142,200 717931500 13,161,500 
“ tJ. 353,615,600 63,723,700 43,069,000 . 330,727,100 7,761,500 13,610,925 
** 24... 353,804,000 63,978,000 441995) 200 378,812,000 7,817,600 14,270,200 
** 31... 354,327,400 64,271,200 43,033,300 377,703,100 7,854,000 12,878,725 
The Boston bank statement is as follows: 
1886. Loans. Specte. Legal Tenders. Deposits. Circulation. 
July 3.. «+ $ 151,148,000 .... § 9,884,000 .... $2,861 000 .... $ 111,776,900 .... $16,596,000 
 Qiivescsee GRANGE vcs 9,689, 300 3,100,600 .... 110,357,900 .... 16,680,700 
”  BEveccns * SRI «:. 9,768,400 .. . 3,001,000 108,942,500 16,676,100 
ee | 148,187,900. 9.472.800 .« 3 066,800 .. 106,474,800 .... 16,417,700 
The Clearing-house exhibit of the Philadelphia banks is as annexed : 
1886, Loans. Reserves. Deposits. Circulation. 
BD Bicscess «+ $85,634,000 $ 24,870,300 $ 85,870 .g00 $ 5,848,000 
ip es 86,672,900 25,029,706 86,548, 100 5,858,700 
i 87,949,000 24,382,900 87,328,400 5,869,000 





88,520,400 





23,625,500 


86,065,100 








5,918,500 
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NOTES ON THE MONEY MARKET, 


NOTES ON THE MONEY MARKET. 


A FINANCIAL AND COMMERCIAL REVIEW, 


- 


July has been a more seasonable month, both for agriculture and com- 
merce, so far as the temperature was concerned, but this has been offset by 
still another unfavorable condition of the weather, that has threatened more 
serious consequences to agriculture, and the transportation interests, as 
well as to our commerce, both home and export, than the cold weather 
of the late spring and early summer. This has been a prolongation of 
the dry weather of May and June in the spring wheat and corn belts re- 
spectively, which has materially reduced the crop conditions and prospects in 
those sections, and at one time threatened us with another very short wheat 
crop, and a serious reduction of the corn crop, as weil as that of oats and 
hay, which latter cannot recover from the effects of this protracted drought, as 
they are already harvested or matured. The winter wheat crop was not materially 
injured, but rather helped, as it enabled it to be harvested in fine condi- 
tion and early, as shown by the heavy and unusually early movement of the 
new crop to market, notwithstanding the low prices. The loss on the spring 
crop is variously estimated at twenty to forty millions of bushels, according 
to the estimators’ interests, as railroad stocks have been unfavorably af- 
fected by this prospective crop shortage, while the values of these staples of 
commerce have been advanced thereby, and speculation controlled at the 
stock and commercial exchanges of the country. The Government’s August 
report is expected to settle the amount of additional damage done to spring 
wheat since July Ist, when the last report was closed. But the supplementary 
July estimate is believed to show about what the final result will be. The 
accepted crop estimate on July Ist was 435 millions of bushels, of which 295 
millions were winter and 140 millions spring wheat. Now the latter is gen- 
erally placed at 120 to 125 millions of bushels, which would still leave a new 
crop of at least 415 millions of bushels, which, added to the reserves car- 
ried over from old crop of 60 millions (estimated), will give a total supply 
of 475 millions, against a crop of 357 millions last year, and a surplus from 
the crop of 1884 of 120 millions of bushels, or a total supply of 477 mil- 
lions of bushels. The statistical position of our wheat crop at home, and 
the prospective traffic of the wheat roads is therefore seen to be about the 
same as a year ago, while the prospects of our export demand are consider- 
ably better, owing to the wheat crops and stocks of other importing and ex- 
porting countries being generally less than a year ago. ‘The free and early 
movement of this crop upon the basis of the lowest prices of last crop, in- 
stead of the reverse, as in 1885, while our supplies are no greater than then 
and the world’s supplies less, indicate a much sounder position of this trade 
than a year ago, and a safer basis for free exports than then, when the 
first half of the crop year was virtually lost to our export trade by specula- 
tion, which bulled wheat at $1.10 on a short crop, and kept it at home to 
sell at 95 down to 85c. to shippers during the last half of the crop year. 
It will be seen, therefore, that with virtually the same supply as in 1885, and 
this crop moving freely at 85c., instead of slowly at $1.10, what an advantage 
this year has over last, and how much better it is being used. This means 
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better traffic for the railroads, better country trade and collections, more active 
employment of money, warehouse and transfer facilities, better commission 
business, better demand for lake, canal and ocean tonnage, and increased de- 
mand for new rolling stock from the railroads to move this wheat crop, 
which will start the iron and other manufacturing industries into new life 
to supply this demand for tonnage to the seaboard and manufactured goods 
back to the farmer in exchange therefor. 

So far as the wheat crop is concerned, therefore, the country has escaped 
any serious general calamity from the drought, although parts of Dakota and 
Minnesota, and especially of Wisconsin, will suffer materially. 

As to the loss to the other cereal crops from the dry weather, it will af- 
fect most of the Mississippi Valley, but not as a whole, the drought having 
been ‘‘ spotted,’’ or in sections, rather than general. The surplus of oats 
and corn carried over ‘from last crop, not like that of wheat, is larger this 
year than last, and than the average, if not than ever before. This will in- 
sure full supplies of both, and give the transportation, warehouse, transfer, 
commission, and shipping interests more to do than last year, even should 
the crop be less. For our export trade in feed for animals has not suffered 
the inroads from foreign competition that our export trade in food for man 
has experienced in the past few years. American corn is still king, even if 
the supremacy of King Cotton, King Pork, and King Wheat has been wrested 
from us by cheap Indian cotton and wheat and protected French and Ger- 
‘man pork, Yet, with the great reduction in the cost of producing Ameri- 
can wheat, cotton and pork within the past few years, we are slowly but 
surely recovering our lost export trade in those three great staples, as well as 
extending that in corn. With the return of better times, and bull instead of 
bear speculation, our chief danger will be from forcing prices above a legiti- 
mate basis again, as we did from 1879 to 1882, when we planted the seeds 
of competition in India and the rest of the world, which have since under- 
produced us and over-supplied the world’s wants, causing the loss of Ameri- 
can supremacy in the agricultural export trade. 

This space has been given to the crop situation in this number, because 
upon it the position of all other interests directly or ‘indirectly depends in 
more than the usual degree, since the want of a good export trade last 
year was the chief brake upon the recovery of business prosperity. The stress 
that has been laid upon the damage to this year’s crops by ,the drought has 
led some to doubt if short crops, lighter exports and higher prices for home 
consumers, and increased cost of jiving and of raw material; would not still 
further aggravate the labor troubles by reducing employment for labor and 
demand for manufactured goods at the same time that short crop would 
again enhance the prices of both. The foregoing will dispel such doubts 
by showing that reports of damage to crops have been exaggerated for specu- 
lative effect, and that the injury done is probably offset by the other con- 
ditions above explained. 

Next to the harvest, the labor troubles have been regarded as the most 
important factor in the business situation. The renewal of the switchman’s 
strike on the Lake Shore road after it had been settled, had a depressing ef- 
fect upon values for a time. But the action of the United States courts 
was as effective as novel in opening traffic on the ground that obstructing 
trafic on roads that were carrying imported goods in bond, as the Lake 
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Shore claimed to be, was an offence against the laws of the general instead 
of the State Government. This decision had a good effect, and not only 
stopped the extension of the strike that was feared, but ended that in Chi- 
cago and restored confidence again. This was aided by the fact coming out 
that the renewal of the Lake Shore troubles was due to bad faith in the 
president of the road, who broke the agreement by which the former trouble 
was settled amicably, and not to any disposition of the switchmen to make 
new trouble. Outside of this there have been few serious differences between 
capital and labor, and those in localities only, chiefly in Philadelphia and the 
neighborhood of Boston. The bituminous coal strike, on the other hand, 
has been ended by satisfactory compromise, as have several less important 
ones during July. 

Hence the labor outlook is no less if no more favorable than a month 
ago, and bids fair to remain so until business improves, when strikes 
naturally lessen as they increase with bad times, and will continue to do un- 
til both sides become tired of the endless contest, and conclude that it is 
cheaper as well as better for both to pocket their pride or even yield some 
of their rights than sacrifice all, in ruining their interests, which are mutual, 
and cannot be attacked, either in the rights of capital or labor, without in the 
end equally injuring the party which inflicts the wrong, as labor and honest 
capital are and must be kept equal in this great industrial partnership, upon 
which our prosperity and our civilization rests, both bound by monopolies of 
each. The foregoing remarks upon the agricultural and industrial position of 
affairs indirectly shows the commercial situation, so far as the general 
condition of most of our export staples is concerned. Cotton has been 
affected somewhat. by the drought; yet it has not extended sufficiently south 
to affect the crop seriously, except in parts of the south-west and the northern 
half of the Cotton Belt. The tendency of the market has been rather to 
harden, as has been the case with other export staples, excepting the weakness 
in wheat under the heavy movement of new crop, which is regarded as 
temporary, or at least at its maximum. Exports have been quite liberal as 
well as the movement of the old crop, which has kept up remarkably well, 
and offset the’ better demand at Liverpool. Petroleum has cut loose from 
the stock market and declined under the pressure of new wells, some of 
which have been advertised as ‘‘gushers,” and have in cases earned the 
name. The cliques have been on the bear side, and the Standard, too, is 
supposed to favor that side, and while laying cheap crude away to sell refined 
ahead for export freely, and later on, bull the crude market itself, as it did a 
year ago. 

The other markets show little of interest for comment, except that all seem 
to be in a healthy condition, with an improving tendency, and good pros- 
pects for fall trade. 

The financial position of affairs is the only other exhibiting features of in- 
terest not covered above. The selling of American railroad securities by 
London, noted in our last, was reversed early in the month, since when 
London has been a steady, and, at times, a free buyer. This has checked 
the exports of gold, which have been small since early in July. The sur- 
plus bank reserves have been reduced to about fifty millions less than 
a year ago. This is owing to the stronger demand from the country to 
move the balance of the last crops of cotton, oats and corn, and the new 
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crop of wheat. There has also been more inquiry from manufacturing cen- 
tres. The proposed operations of the Treasury, contemplated under the 
Morrison bill, have affected the Government bond market favorably. The 
rate of money has not materially changed, though at times it has been bid 
up beyond the ruling rates of 2 to 3 percent. There is more commer- 
cial paper on the market, and it is readily taken by the banks at firmer 
rates. The effect of the Lake Shore strike on the stock market early in the 
month was seen more in restricting operations than in marked declines, al- 
though there was considerable shrinkage in values. The Chicago operators, 
who led the bull campaign in the Grangers last month, have left the stock 
market and gone into wheat and corn and provisions, and sold out their stocks 
on the damage to the grain crops, and prospective decrease in the traffic 
of the grain roads in consequence. As they had bulled them in June on 
the prospects of very large crops, their action in July was logical, yet they 
have not appeared inclined to bear stocks on this theory. Hence the market 
for stocks has been without a leader, except for a time; when Gould’s hand 
was visible on the bear side of the market, led by his Western Union on 
the war of rates and stoppage of dividends, while he declared that they 
would not be resumed until his rival telegraph lines shall lie down, to use 
his own words. Otherwise he has not shown his hand to any extent. Hence 
the stock market is dragging along through a midsummer dullness in strong 
contrast to the West Shore boom that was carrying the whole list up a year 
ago under the lead of the Vanderbilts, which were taken so freely by the 
late Mr. Vanderbilt and his great following on both sides of the ocean. 
There seems to be no decided tendency to the market either way, as it is 
the most free from manipulation for a long time as many of the old pools 
lately liquidated in anticipation of a higher money market the coming fall. 

The dry goods distributive trade has begun early this summer for next 
autumn’s wants, and the market for textile manufactures is improving on a 
widening demand as well as that for iron. The coal trade is yet bad, but it 
is getting better on manufacturing sizes, though domestic kinds are 
piling up as usual in summer. The entire business outlook is shown to be 
improving by the steadily decreasing number and amount of failures, while 
the clearings of the chief cities nearly all show a marked increase over last 
year, in spite of the present dullness in stock speculation. 


DEATHS. 


BARNES.—On June 21, aged seventy-one years, LAWRENCE BARNES, President 
of the Howard National Bank, Burlington, Vt. 

FULLINGTON,—On July 3, aged fifty-eight years, JAMES FULLINGTON, partner of 
firm of Fullington & Phellis, Proprietors of Bank of Marysville, Marysville, Ohio. 

MARSH.—On June 5, aged sixty-eight years, CHARLES MARSH, President of 
Miami Savings Bank, Miami, Ohio. 

Purpy.—On July 11, aged ninety-three years, JAMES PuRDy, President and 
Director of the Farmers’ National Bank, Mansfield, O. 

SMALL.—On June 23, aged forty-two years, WM. T. SMALL, Cashier of Casco 
Nationa! Bank, Portland, Me. 

WILLIAMS.—On June 25, aged forty-one years, F. R. WILLIAMS, Assistant 
Cashier of the Central State Bank, Lyons, Kansas. 




















